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THE BALANCE OF THE EXCHANGES. 


It would not be safe to estimate the favorable balance of 
our foreign trade for the entire current fiscal year, from the 
first three months’ trade at this port. If that were a safe 
mode of reckoning it would indicate a balance for the year 
of not far from $ 400,000,000. It may be a good deal short 
of this, and still show that bankers and commercial men 
must review all their old ideas on the subject. During the 
heavy balances in our favor, through the winter and spring, 
everybody supposed that the summer would show a balance 
against us, as always heretofore, whereas the favorable bal- 
ance was sustained without diminution throughout the hot 
months, and after the shipping of cotton was substantially 
over. 

New articles of export are constantly appearing in the 
commercial tables, in addition to the increased export of 
commodities always sent abroad. Petroleum cannot be called 
a new article in our foreign trade, but it is not an old one, 
having been first known during the civil war. The export of 
hemlock leather dates no farther back than 1872. The export 
of live cattle, horses and sheep has just begun, and promises 
to be enormous. We have the primary conditions for it, un- 
limited pasturage, and cheap means of transportation to the 
seaboard. South America and Australia have the pasturage, 
but we have the greater proximity to the market of Western 
Europe. The still greater nearness of Eastern Europe to 
that market is balanced by an inferiority in the methods of 
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internal communication. There are some indications that the 
old possession of the world’s coal markets is to be disputed 
by Pennsylvania anthracite. The contest between the United 
States and England for the possession of the world’s market 
for cotton cloths is already begun. Of some of our old 
staple exports, the possible increase is unbounded. We have 
already fully overcome the disorganization of labor at the 
South, resulting from the overthrow of slavery, and the cotton 
crop of 1877-8 was in pounds the largest ever known. So long 
as slavery existed, the production of cotton was limited by 
the number of slaves, which could only be augmented by 
natural increase. But free labor can flow into the South from 
every part of the Union and from every part of the world, 
and almost before we dream of it, we shall be reading of 
crops of ten millions of bales. 

It is clear enough, that with our increased wealth and pop- 
ulation, and with the greater diversification of our industries, 
our relation to other nations is undergoing a radical change. 
Our bonds and securities held abroad are being rapidly 
called home, and it may not be long before our capital and 
enterprise will, to some extent, seek foreign fields of employ- 
ment. Those most obviously suggested are the development 
of the vast countries of Spanish America to the south of us; 
but it is not absolutely Utopian to suggest the possibility 
that within a few years European securities will be dealt in 
by Wall Street. It is only a question of the comparative 
wealth of America and Europe, and it is apparent that 
America is advancing to the head, with gigantic strides. 

Unless we begin to make foreign investments, an excess of 
exports over imports cannot continue, after we have absorbed 
the remainder of our securities held abroad, and _ perhaps 
certain quantities of European silver. The excess of our ex- 
ports will disappear naturally and beneficially from an in- 
crease in our current prices, and an expansion of the volume 
of our money, one portion of which, the bank notes, has the 
essential quality of elasticity, and of elasticity always in the 
right direction of adaptation to the wants of trade. 

In fine, all the aspects are favorable to an early return of 
national prosperity on the basis of existing systems, without 
radical change, but only with such gradual and safe reforms 
as are suggested by experience. Reform does not consist of 
turning things upside down, but of giving the right direction 
to the natural growth and development of institutions. That 
is as true of monetary systems, as it is of everything in the 
social and political conditions of mankind. 
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ELASTICITY OF BANK-NOTE CIRCULATION. 


The issues of new National-bank notes during the quarter 
ending June 30, 1878, exceeded the amount of such notes 
withdrawn during the same period by rather more than four 
million dollars. This increase of bank notes occurred while 
the capital of the banks diminished by three and a half 
millions, under the continued and most onerous taxes 
imposed upon bank capital by the nation, the States, and 
municipalities. The national taxation upon bank notes, as 
distinct from capital, is also very large, and the fact that 
their amount increased even slightly during the quarter end- 
ing June 30, 1878, when almost every circumstance in the con- 
dition of the country was adverse to any enlargement of the 
circulating medium, is a striking proof of the elastic power 
of a bank-note circulation, and of its adaptation to meet all 
the wants of business, as soon as a commercial revival shall 
be established. 

During the past few months the wages of labor and the 
prices of merchandise have been abnormally low, thus requir- 
ing and permitting only a restricted currency. Confidence 
has been only partially restored, scarcely any new enterprises 
have been inaugurated, and in fine, all circumstances have 
kept the issue of bank notes within narrow bounds. But 
National banking is free under existing laws, and when cir- 
cumstances change, the system has the power of adaptation 
to the change. There is legitimate room for a rise, moderate 
but beneficial, in the prices of merchandise, from the fact 
that they have sunk so low as compared with the general 
merchandise prices of the world, as to produce a balance of 
trade in our: favor so large that it is not possible, even if 
desirable, to maintain it for any further great length of time. 
The magnitude of this balance is now possible, only because 
foreigners hold enough of our debts and stocks wherewith 
to settle the balance. But there is an end to that, which is 
not far off and is being rapidly approached. Merchandise 
prices in this country may even now tend to improvement, 
without in anywise impairing the soundness of trade. As 
prices rise, more money will be needed for the exchange of 
commodities, production will be stimulated, and labor will be 
in better request and better paid. The needed additional 
money will be found in the bank-note circulation, which will 
increase automatically in exact proportion to the legitimate 
calls for it. The National-bank system may need amen4- 
ments in minor particulars, but it certainly secures the two 
cardinal objects of safety and elasticity. It is not easy to 
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say which of those two things is most essential in a currency, 
Fortunately, they are both assured under our present legis- 
lation, if we will only leave it alone to work out its natural 
results. 

We are not at all inclined to reproach those who are in 
a position of pecuniary embarrassment for desiring such an 
enlargement of the currency as might relieve their affairs, 
We impute to them no unreasonable or sinister selfishness, 
They are sufferers from a public policy, absolutely necessary 
in order to bring our currency out of the slough of depre- 
ciation into which it was forced by the exigencies of a great 
war. Nobody has ever denied that this public policy, neces- 
sary as it was and is, involves great hardships to individuals 
and classes. We have no disposition either to underrate 
these hardships or to stigmatize those who are restive under 
them. We wish rather, to submit to those persons, whether, 
merely in the view of their own special interests, it is not 
better for them to look to, and assist in, the working out 
of relief under present laws, rather than to antagonize those 
laws with schemes, the realization of which must at any rate 
be too remote to assist those who are now in _ pecuniary 
trouble. , 

The plan of the irredeemable or absolute greenback, as it is 
called, cannot be carried out under this administration, nor 
at the earliest in less than one year after a new administra- 
tion is inaugurated. To say nothing of the uncertainty 
whether it can ever be carried out, three or four years is a 
long time to wait when the necessity for relief is urgent. 
Added to this are the considerations, that the proposed new 
system cannot be introduced without a violence of political 
controversy fatal to business prosperity, and that it cannot 
be conceived to be possible to wind up suddenly the 2,100 
existing National banks without grievous, even if temporary, 
injury to all classes, and especially to the debtor class. Even 
if it be conceded for the sake of the argument that the 
country would be better off ten years hence by putting down 
bank paper and bringing in fiat paper, is it not true that for 
the five years immediately to come, we shall have easier and 
more abundant money by leaving things as they are? And if 
we desire to make money more easy and more abundant, can 
it be wise to assail the banks, or to over-tax them, so as to 
make the business of banking odious and unprofitable, and 
thereby deter new capital from going into it? Why are not 
debtors specially interested to relieve banks of such burdens 
as the present most unconscionable taxes imposed upon 
them, so that the natural supply of bank notes may not be 
artificially curtailed? Is it not quite clear that an exorbitant 
excise upon the issue of money is exactly the wrong policy 
to be pursued by those who want more money? 

The National bank system is admitted to be incomparably 
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the best banking system we ever had in this country. Its 
main features are not only good by comparison with preced- 
ing systems, but they are absolutely good. On the side of 
elasticity, nothing is left to be desired. Under former sys- 
tems, the number of banks depended upon the whims of 
State legislatures. Under the present system, it depends 
upon the wants of trade, and will be enlarged precisely as 
those wants are enlarged. 

As will have been seen, we look for relief and better 
times, not to new schemes and new systems, always of doubt- 
ful result and necessarily remote, but to the present system, 
and to moderate changes in the direction of the present sys- 
tem, such as giving free play to the elasticity of the bank- 
note circulation, by reducing the present excessive taxes on 
the banks. 


GOLD CERTIFICATES. 


The situation under present laws, is, that the Secretary of 
the Treasury may issue certificates of deposited gold coin, 
and must issue such certificates of deposited standard silver 
dollars. We have insisted that the Government is under no 
obligation to afford free storage for gold, silver, or any kind 
of property for the accommodation of individuals, and that, 
in present circumstances, to afford free storage for gold tends 
to keep up the small but embarrassing premium on that 
metal. 

We admit that there are two public grounds, which in some 
measure justify what is being done in respect to certifying 
gold and silver deposits. One is the convenience to the pub- 
lic officers who collect the customs’ revenue in those metals. 
The other is relieving those metals from the loss by wear 
and tear of actually using them as currency. But both those 
advantages, as it seems to us, do not compensate the disad- 
vantage of issuing certificates of gold deposits. 

In respect to certifying deposits of standard silver dollars, 
it must be admitted at once, that whatever may be the opin- 
ion of individuals, the proposition to make any substantial 
change in the existing law is out of the question. An over- 
whelming majority of the present Congress is in favor of sil- 
ver money, and nobody expects that the next Congress will 
exhibit any change in that respect. The friends of the silver 
dollars, in order to meet the objections to their bulk and 
weight, put into the silver law the provision compelling the 
Treasury to issue certificates, in money-note form, of deposited 
silver dollars, for sums of ten dollars and upwards. The 
supporters of silver will insist upon the retention in sub- 
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stance of that provision, and they undoubtedly have the 
power to retain it. 

Taking the situation as it is, and saying nothing at present 
about certifying deposits of greenbacks, all that is practicable 
to be done, is to so change existing laws as to compel the issue 
of certificates after a certain date, upon the deposit of either 
gold or silver dollars, to be receivable for all dues and taxes 
including custom-house dues, and to contain a promise by 
the United States to redeem them in coin; and the coin so 
deposited to be used for no other purpose. This would 
make such certificates redeemable in either gold or silver, at 
the pleasure of the United States, and, so long as there is a 
sensible difference between the legal and market relative 
valuation of gold and silver, would prevent the deposit of 
gold dollars. Such a provision would not prevent the deposit 
of silver dollars, and would be acceptable, rather than other- 
wise, to the friends of silver. It would have the advantage 
of not recognizing in the certificates issued any distinction 
between the two metals. The certificates would not be for 
gold, or for silver, but for dollars in coin. In double- 
standard countries, which, of course, desire to diminish, and 
if possible extinguish altogether, any difference in value be- 
tween the two metals, it is advantageous to avoid, whenever 
it can be avoided, any distinctive reference to either. Coin 
is therefore an apt and preferable term to use in these cer- 
tificates of deposits, and we should have in use no gold 
certificates or silver certificates, but only coin certificates. 

After the redemption of the greenback in coin, January 1, 
1879, and on the assumption that nothing now unforeseen 
should occur to cause a doubt of the permanency of such 
redemption, certificates receivable for all dues and payable 
simply in dollars might be issued, on the deposit, indiffer- 
ently, of either gold, silver or greenback dollars. It is mani- 
festly the intention of all parties in Congress to give the 
function of receivability at the custom houses to the green- 
backs, after their redemption in coin shall have been com- 
menced. 

If any owner of gold or silver dollars should not choose to 
deposit them in the Treasury, and take the risk of being 
paid in greenback dollars, he has only to keep his gold and 
silver in his own possession. Nobody is compelled to make 
these deposits. 

When we reach that point that the Government, in its 
certificates of deposit, recognizes no distinction between one 
kind of lawful money and another, but promises simply dol- 
lars, we shall have made a long step in the right direction. 
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THE TRADE DOLLAR. 


There is a good deal of popular irritation at the losses 
thrown upon the holders of trade dollars, which were largely 
worked into circulation at par, and are now salable at only 
about ninety per cent. As usual, in such cases, these losses 
are principally avoided by the wary and well-advised, at the 
expense of the careless and ignorant. The acting director of 
the mint, Mr. R. E. Preston, insists that the trade dollar 
“was not intended for circulation in the United States,” and that 
there is no color for the charge “that the Government has per- 
petrated a swindle on the people in putting the trade dollar out as a 
dollar.” Nobody supposes, we apprehend, that the Govern- 
ment had any intention of “swindling,” but the trouble is 
that it has devised a coin which could hardly fail to be so 
used that one set of people would make unjust gains out 
of it at the expense of another. 

It has been said often, and in a certain sense it may be 
true, that the contrivers of the trade dollar did not “intend” 
it for home circulation, and that the provision in the act of 
February 12, 1873, making it a tender for $5, was a mere 
inadvertence. But those who frame laws are as much 
responsible for inadvertences as for anything else, and in this 
case there was no correction of the inadvertence until June, 
1876. The fact remains, that the trade dollar was not only 
struck at our mints, but was struck expressly as a coin which 
could be used at home as money, although not a tender 
beyond a limited sum. This tender power was taken away 
in June, 1876, but it is only a few persons who observe 
immediately what is done in Congress. For example, the 
great mass of the people did not know that silver was 
demonetized, until three years after it was done. And it is 
exercising a very doubtful power, for Congress to take away 
from a coin actually issued, any legal function which it had 
when issued. 

We are quite satisfied that this whole trade-dollar issue 
was a mistake from the beginning. It is no part of the 
proper duty of this Government to be manufacturing coins 
for the use of the Chinese, and the reason given for it, that 
it would stimulate the export of our silver, reverses all 
sound principles and precedents. During Mr. Jefferson’s 
administration, the mint received special orders from the 
State Department to coin no more silver dollars, but to coin 
half-dollars instead, and the reason given was that the dollars 
were being drained off to Asia. Under these orders, no sil- 
ver dollars were struck for thirty years. Neither Mr. Jeffer- 
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son, nor his Secretary of State, had received the new light 
that it was the interest of the United States to stimulate 
the export of either gold or silver money. If the metals 
used as money, flow out under the natural operation of the 
laws of trade, it is not wise to obstruct the flow. But it is 
certainly not wise to excite it by a special coinage, and par- 
ticularly when such a coinage is actually used, and cannot 
fail to be used, as a means of subjecting the people of this 
country to annoying brokerages. 

The provision for the trade dollar was a part of the act 
of February 12, 1873, which demonetized silver. On the theory 
that that metal was to be no longer a part of the money 
of this country, the stimulation of the export of it would 
not be specially objectionable. But now that it is restored 
as one of our national moneys, the conditions of the case are 
entirely changed, and it is not doubtful that Congress will 
finally suppress the coinage of the trade dollar, which is 
already suspended by the order of the Secretary of the 
Treasury. The trade dollars now in the hands of the peo- 
ple will then soon pass off to China, where they are gener- 
ally salable at a little more than their actual bullion value. 


COMMUNISM AND GREENBACKS. 
BY GEORGE WALKER. 


The BankKER’s MAGAZINE is a non-partizan periodical. It 
has nothing to do with the general issues of party politics 
which divide its readers, as they divide the intelligent 
classes under all constitutional governments. But it is the 
organ of a great National interest, which is inseparably allied 
with the finances of the financial administration of the United 
States. Whatever relates to these subjects, whether it be in 
laws enacted by Congress, or in measures proposed in that 
body, in State papers emanating from high public functiona- 
ries, or in the platforms of parties, or the speeches of distin- 
guished party leaders, falls legitimately within the field of its 
discussion and its criticisms. 

The recent political reverse by which the Greenback party 
in Maine has obtained a dominant influence of that once con- 
servative State, and the possibility of a similar reverse in 
Massachusetts, under a leader as conspicuous for his ability, 
as he has long been for his hostility to the principles which 
the BANKER’S MAGAZINE lives to defend, makes it proper to 
depart, at the present moment, from its general ruJe of non- 
interference in political discussion. 

Two objects are combined in the creed of the party 
which, under various designations, assumes to represent the 
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interests of labor and of soft money in the pending 
canvass, namely, a communistic war against property, 
and the constantly renewed endeavor to get money, the 
symbol of property, and the key to wealth, by some easier 
methods than the time-honored ones of industry, temperance, 
frugality, and self-denial. The war against property has been 
going On ever since property ceased to control political 
power, and just in proportion as it has lost its control of it. 
Under any frame work of society which has ever existed, 
there has been a very unequal division of the good things 
of this world, but as races have become more intelligent, the 
distinctions of classes and the inequalities of condition have 
been lessened, and property more widely and equally distrib- 
uted. Property, however, is of little worth if it is not under 
the guardianship of law, and the masses who have little 
property, but large political power, and whose chosen repre- 
sentatives make the laws, often fancy that it would be easier 
to reach this result by the short road of legislation, than by 
the more painful and roundabout following of natural laws. 
The province of legislation is very imperfectly understood, 
even in the most enlightened countries. It can do much to 
promote, but very little to subvert the operation of those 
higher laws which govern the universe. The unequal division 
of property results chiefly from the unequal capacity, the 
unequal industry, and unequal persistence and self-restraint 
exercised by men. So long as these inherent differences 
remain, there can be, and ought to be, no equality of pos- 
sessions. 

Wherever ignorance has got the upper hand in any coun- 
try, communistic doctrines have prevailed. It was so dur- 
ing the French Revolution of the last century; it was so 
during the short-lived European revolutions of 1848. No 
such revolution has ever taken place in this country, nor is 
it possible for such an one ever to have more than a momen- 
tary success. Communism in America is a warfare carried 
on by a few, against the rights, the property, the peace, and 
the general well-being of the great majority of the people. 
The enjoyment of property and the hope of enjoying it, are 
the common ‘birth-right of all Americans, and any blow 
struck at its possession is an act of public robbery. Revolu- 
tions can only take place where there is something to revolu- 
tionize, some real or fancied wrong to redress, and some 
despotic and unjust power to pull down. The people of the 
United States cannot revolutionize themselves; they cannot 
pull down the government which is the political embodiment 
of their own wishes and of their own power. They may con- 
fess their own past mistakes, and they may provide remedies ; 
but nothing can be more absurd than the pretence of dema- 
gogues that the people of this country have been misgoverned 
by a ruling class of property holders. There is no such class 
as distinguished from the great body of the people. 
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Communism, therefore, is not a serious danger in this 
country. It has not even a hold upon the party whose plat- ' 
form is colored by it. The idle, improvident, and discontented 
class does not predominate in the National party because the 
number of such is too small to constitute a majority of any 
party. In spite of its noisy demonstrations this element of 
the new organization is numerically insignificant. Whatever 
real strength the party has, it gets from the other wing of 
its platform. 

A distinguished financier, once a resident of Maine, returned 
there for a visit shortly before the election. He was aston- 
ished to find the greenback heresy prevailing among the well- 
to-do farmers and mechanics of that State, men out of debt 
and beyond the need of inflation to lift them over difficul- 
culties. He could only account for the prevalence of these 
opinions by the absence, for a generation, of all financial 
questions from current politics. The farmers of Maine, forty 
years ago, were familiar with the bank and tariff questions 
which divided the Whig and Democratic parties. These ques- 
tions were the burden of every political campaign and of 
every party platform. The provincial as well as the city 
newspapers made them the staple of their leaders ; they were 
debated in the village lyceums, and fought over at the fire- 
side of the village tavern and around the stove of the country 
store. Before a New England boy cast his first vote he had 
fixed opinions upon them, either of the Whig or Democratic 
Stripe. Neither of these parties, in the ante-war period, held 
unsound doctrines respecting money. The Whig party believed 
in banks and bank notes convertible into specie on demand. 
The Democratic party, under the lead of Jackson, made war 
upon the banks, and under the guidance of such statesmen 
as Benton, and such political economists as Amasa Walker, 
denounced all money except gold and silver. Both parties 
were largely right, each holding half the truth. The Whigs 
believed that a credit element in money was not dangerous; 
the Democrats that a solid foundation of the precious metals 
was indispensable. The National banking system embodies 
the principles of both. It continues the use of paper money, 
but it requires it to be secured by a large holding of specie. 
The old prejudice against the banks grew out of their repeated 
insolvencies, and of the losses which the people sustained by 
worthless bank notes. No system of legislation had ever 
made this kind of currency secure. The voluntary action of 
banks in some States had measurably accomplished this with- 
out legislation, but these exceptions were local, and as a 
general rule the circulation of State-bank notes was of 
unequal value, of limited currency, and essentially wanting in 
the properties of good money. The old prejudice was, there- 
fore, a reasonable one; but there is not a shadow of ground 
for it remaining. The State-bank note systems have long since 
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passed away and the National banking law has created a 
currency in their stead which has all the qualities of good 
money. The security behind the notes of the National bank is 
greater than ever stood behind any other paper money since 
the beginning of time. It is at least five times as great as 
the amount of the notes secured, and is absolutely perfect ; 
not only so, but it is immediately available. The National 
Government is an indorser, holding ample security in its 
own bonds, and obliged to redeem the notes (after the 
resumption of specie payments) the instant payment of them 
is refused by the bank in lawful money. 

But it is ‘unnecessary to defend the solidity of the National- 
bank notes, since no demagogue has been hardy enough to 
deny it. The complaint against them runs in the opposite 
direction. This money, it is said, is too good, for it costs 
something to maintain it. It is intrinsically valuable, and we 
do not want a money of intrinsic value. It is convertible into 
coin, and we do not want a currency that is convertible into 
anything better than itself. The obligation to redeem paper 
money involves the power to contract its volume, and we have 
a deadly hatred of contraction. Contraction is the enemy of 
enterprise, the throttler of industry; all the present misery 
of the country is the result of contraction, the forerunner of 
resumption. 

The ready answer to all this is, that contraction did not 
precede, and therefore could not have caused the crisis of 
1873, from which the country never has recovered. The 
fever had reached its height, and those whom it did not kill, 
were in a state of prostration before the remedy of contrac- 
tion was applied. When a man is struck down with delirium 
tremens the physician does not build him up with brandy. 

The real question which should be applied to money is, 
what will it buy? Ask the farmer of Maine who has just 
voted for absolute money—for the irredeemable greenback— 
to look back upon his condition since 1860, and to tell us, 
year by year, the price of his hay, the price of his cattle 
sold, the price of everything which his farm produced, and on 
the other hand, the cost of his new farm buildings, of his 
tools, of the food and clothing of his family. Was he at 
any time, during the suspension of specie payments, the 
richer, not from the results of his increased labor, but from 
the increased prices of his products, caused by a more 
abundant currency? Did his surplus earnings buy more land, 
or tools, or live stock, than could have been bought at the 
prices of 1860 in the money of that period? The extra- 
ordinary consumption and demand for products during the 
war must be laid out of the account. That demand would 
have caused an increase of prices in any kind of money, and 
would have enriched, as it did enrich, those who had property 
to sell, especially such as had been acquired or produced at 
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the lower cost which preceded the war. Individuals did 
obtain real wealth out of that extraordinary demand, and 
they would have obtained it if the currency had never been 
inflated. But let it never be forgotton that what the people 
sold, in their individual capacity, they also bought in their 
aggregate capacity. Payment was made in taxes, in govern- 
ment bonds and in greenbacks. If the bonds and the green- 
backs have any value it is because they are promises of 
taxes yet 'to come—taxes which the sellers of property have 
got to pay in common with all their fellow citizens—taxes 
which ought to fall most heavily upon those who. reaped the 
largest harvest out of the national necessity, but which do 
fall most heavily upon the poorer classes, who are now 
persuaded by demagogues to vote for the riveting upon the 
nation, for all time, of the most iniquitous of these taxes, 
that of an irredeemable currency. Is the farmer of Maine, is 
the farmer of Michigan, or Minnesota, worse off to-day, on the 
eve of specie resumption, than he has been at any time since 
1860? Will not the products of his farm bring him more of 
money’s worth than he has, at any time since 1860, been able 
to purchase with the same quantities of the same thing? 

If the farmer is not worse off, it must be even better with 
the laborer, who has nothing to sell but his own labor and 
that of his children, and who can buy more of food, and 
clothing, and every necessary of life, with a day’s work, than 
he could at any time since 1860. 

The political contest of the present year is carried on upon 
the greenback side, by rhetoric and vituperation. It must be 
met by reason, by common sense and by facts. On the one 
side, the prejudices and passions of the people are aroused, 
on the other side, an appeal must be made to their intelli- 
gence. Their deliberate will, under the regime of universal 
suffrage, cannot be thwarted, and there is, happily, no reason 
to doubt their ultimate decision on the side of right. 


— 


TAXATION IN PARIS.—The government of the city of Paris is sustained by 
indirect taxation, there being little or no tax levied on real estate except for 
paving and repairing and keeping the streets in order. The housekeeper and 
the tenant pay the taxes, such as they are, but the greater portion of the 
‘revenue of the city comes from indirect taxation. Everything that is brought 
into Paris in the shape of food or for domestic purposes must pay an octroi, 
or entrance duty, at the gates of the city, or if by water, at the boats before 
it is landed. The receipts from this source this year amount to 200,000,000 
francs, or about $50,000,000; market dues, $3,000,000; slaughter-houses, 
$ 800,0ce0 ; rents of- stands on the public ways, $100,000; dues on burials, 
$ 140,000 ; sales of lands in cemeteries, $ 150,000 ; taxes for paving, lighting, etc., 
$ 2,500,000 ; dog tax, $110,000; sale of night soil, $150,ooo—total receipts, 
about $47,000,000, without any direct tax upon real estate. The city of Paris 
never has any floating debt to fund, but always has a balance to add to the 
sinking fund, after expending about $5,000,000 per annum for public improve- 
ments and the ornamentation of the city. It is the best governed city in the 
world, and has no rings or cliques to deplete its treasury.—/Paris correspondent, 
Baltimore American. 
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ENGLISH JOINT-STOCK BANKS. 


The Fortnightly Review of August contains an article by 
A. J. Wilson, in which important statements are made in 
regard to the real character of the assets of the English 
joint-stock banks. If these statements are true, they indicate 
the probability of an impending banking crisis in Great 
Britain. 

The interests of bankers are so interwoven with those of 
industry and of commerce, that we can better judge whether 
the statements of Mr. Wilson are likely to be true, by a 
summary review of the extent of the depression in the lead- 
ing branches of British production in mining and manufac- 
tures. To that end, we select certain facts, from a compari- 
son given in the London Lconomist of the exports of British 
produce and manufactures in the calendar years 1872 and 
1877. 

The decline in the aggregate value of British exports from 
1872 to 1877 was from 236 millions sterling to 199 millions, 
but that statement of itself does not give an accurate idea 
of the extent of the disaster to the capital and labor 
employed in the production of the articles exported. We 
ought also to know what proportion of the fall in the aggre- 
gate value of exports is due to a diminution in the quantities, 
and what proportion is due to the lessened prices, of the 
exports. And in respect to the loss by lessened prices, we 
ought also to know what part of it falls without mitigation 
upon British producers, and what part of it is reimbursed to 
them by a fall in the prices of the raw materials which they 
purchase abroad. 

So far as it is possible to get information upon these 
points, it appears in respect to 143% millions of the 199 
millions sterling exported in 1877, that the same quantities of 
the same articles would have produced 181% millions at the 
prices of 1872, instead of 143% millions, being an average 
decline in price of about twenty-one per cent. 

The percentage of the decline in prices was greatest in the 
metals and minerals; coals, copper, iron, lead, and tin, of which 
nearly all the raw material is British. The exports of these 
articles, aggregating 32% millions sterling in 1877, would have 
produced 45,4, millions at the prices of 1872, the average fall 
in prices being about twenty-eight per cent. 

The exports of cotton yarn and piece goods in 1877 
amounted to 66% millions. The same quantities at the prices 
of 1872 would have amounted to 834 millions. But the 
Economist estimates that one-half of this loss in price was 
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made good to the manufacturers by the fall in the cost of 
raw cotton. Of woolen fabrics, the Economist says: 

“A total of thirty-two millions in 1872 has shrunk to 
seventeen millions in 1877, at least two-thirds being in the 
quantity of goods exported ; and of the six or seven millions 
loss in value there is no saving whatever in the price of raw 
wool.” 

The prostration of British productive industries is thus 
described by Mr. Wilson, at the outset of his article on the 
joint-stock banks: 

“The complaints as to dulness of trade have been universal 
now for at least three years. You can hardly pick up a trade 
circular or a chairman’s speech at some half-yearly company 
meeting without finding in it allusions to the depressed con- 
ditions of our national industries and the unsatisfactory 
character of the profits. In the iron and coal trades, partic- 
ularly, things have gone from bad to worse. Some of the 
largest smelting works in the country have ceased to produce, 
and hundreds of smaller concerns either work along in great 
distress or disappear altogether, leaving little but debts to 
indicate that they ever existed. Prices in all departments of 
business almost have been falling continuously for many 
months, and therefore, although the bulk of the trade done 
may have been in some cases nearly as large as ever, it has 
often been trade conducted at a loss. There is, in short, un- 
deniable evidence of strain everywhere, and business has in 
consequence been contracted wherever possible within the 
narrowest limits. We can hardly put our finger upon an 
industry of any importance, the country through, and say,— 
this branch of trade at least is good; unless we consider 
the manufacture of instruments of. destruction worthy of 
being taken into account. Sheffield languishes for lack of 
demands for its cutlery; Bradford is oppressed with an excess 
of manufacturing power for the ‘stuffs’ which have at pres- 
ent no free market; Manchester warehouses are groaning 
beneath the weight of unsold and at present unsalable 
cotton goods; the sugar industry has almost departed from 
Bristol; and at nearly all centres of raw silk manufacture 
stocks accumulate and prices sink. In the Black Country the 
stagnation is nearly universal; and even Birmingham hard- 
ware is not bought so freely as in former years. Everywhere 
almost there are at home signs of languishing, of the same 
re-action from over-production, and these are frequently 
aggravated by indications of increased foreign competition.” 

Mr. Wilson proceeds to say that as “¢the bulk of trade 
hinges” on the banks, one would “ xaturally suppose that if 
trade is languishing, they would languish,” but he does not find 
that the surface indications point that way. On the contrary, 
he says :— 

“The case is, to all appearance, as near as may be just the 
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reverse. There is no diminution in dividends paid; on the 
contrary, they are higher in some instances than they were 
before 1873, the year when our trade prosperity may be said to 
have culminated. Reserves increase, and deposits appear to 
flow in until one wonders what can be meant by complaints 
about bad trade, declining profits, and industrial distress.” 

. “So steady is the apparent growth of prosperity 
on the part of the country joint-stock banks, in particular, 
that they frequently find it necessary to call up more capital 
in order to meet the demands of an extended business, and 
large dividends are paid on this capital with no difficulty 
whatever. Thus we learn from the [ London] Bankers’ Magazine 
for February last, that in the two years, 1876 and 1877, the 
net increase in the capital of the joint-stock banks of the 
country was over ¥£ 4,000,000, including the premiums, in some 
cases very high, charged on the new issues of shares and 
placed to reserve funds, and the undivided profits also placed 
to reserve.” 

“Could we then be sure that these banks have no hidden 
troubles, no safes full of bad or doubtful securities, no dan- 
gerously-extended credits, or deep involvements with mercantile 
firms whose trade is but a more or less frantic endeavor to 
retrieve the losses of the past, we should say their position 
is fairly sound and good. But these are just the points upon 
which no man can be sure.” 

The principal London joint-stock banks paid the rate per 
cent. of dividends in the years named: 

1874. * 3875. 1876. 
London and Westminster.... 22 ree 14 


cece 14 
15 eoce 12% 


London Joint-Stock Peres 20 eens 17 
Alliance chan 7 ener 6 
Imperial mee 8 snes 6 
City eos 8 sees 8 
Consolidated jaRe 10 ene 10 
National Discount wie 10 an 10 
United Discount ar 6 sae rj 


The published statements of the English banks are far 
less full than the statements of the banks of this country, 
and give much less facility for judging of their real condi- 
tion. But defective as the British bank statements are, Mr. 
Wilson finds enough in them to excite apprehension, in con- 
nectiou with the known general fact that the customers of 
the banks must have been weakened by the bad state of trade. 
Taking two banks of average condition, one urban and one 
in the country, Mr. Wilson aggregates their statements for 
1873 and 1877, and finds that while their cash has dimin- 
ished from £ 1,623,000 to £ 1,406,000, and while their bills 
discounted, their reliable resources for ready money, have also 
diminished from £ 2,840,000 to £ 2,114,000, their investments 
in securities (stocks, etc.,) have swollen from £212,000 to 
4 1,073,000, and their advances to customers from £ 2,171,000 
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to £ 4,747,000. In the same time, the capital and surplus of 
these two banks have nearly doubled, the increase being 
from £625,000 to £ 1,206,000, while the deposits, credits on 
current acount, etc., have risen from £ 6,095,000 to £ 8,112,000, 
Of the nature of many of these deposits, or credits on cur- 
rent account, Mr. Wilson says :— 

“These seeming large increases in the deposits are, in other 
words, merely cross entries. A customer of a bank gets, say, 
a loan of £10,000 on ‘current account,’ 7. ¢., is allowed to 
overdraw to that amount with or without security, and the 
bank immediately credits his account, which then appears in 
the balance-sheet of the bank as a ‘liability on current and 
deposit account.’ No practice could be more misleading than 
that which wraps up these advances in this fashion; but it 
is the fashion, nevertheless, and hence we see the curious 
phenomena of paucity of cash, increased capital, and smaller 
discounts accompanying an apparent swelling of the deposits 
and available resources of these banks. 

“Of course, for a time, this practice seems very profitable. 
In all probability the banks lending in this way do not 
charge less than five per cent. interest, and one per cent. 
commission on the amount of the overdrawn accounts. They 
may often charge more, and each half year the profits thus 
shown are added up and distributed as a big dividend to 
the shareholders. A further call on capital account is then 
made at a large premium, in order to provide further means 
for supporting these credits, and all goes swimmingly. But 
these banks are not, therefore, rich or sound; they may be 
just the reverse. Several of them are, indeed, at the present 
moment strained to the utmost to keep afloat, and it will, 
of course, depend on the nature of the securities they hold 
whether or not they can ultimately weather the storm which 
such financing is sure to breed.” 

The explanation of the state of things which prevails ail 
over the land “is that although trade has been bad in nearly 
all its branches, merchants have gone on buying and selling, 
and the banks have hitherto sustained them under the losses 
incident to a narrower and a falling market. Farmers have 
suffered from short crops and low prices, and they in turn 
have been helped by their bankers in the hope that a better 
time will come when high profits will permit losses to be 
recouped. Manufacturers have kept their mills running in 
order to be ready for a revival of trade when it came. Min- 
ers have continued their output in the same way, and the 
net upshot of it all has been constantly falling prices and 
dwindling resources. The banks are therefore choked with 
pawned securities of all kinds—stocks and shares, mortgages 
on property, on manufactured goods, on raw produce, and 
are under advances without security in cases innumerable. 
The losses of the community from those and other causes 
have thus so far been buried in the banks.” 
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It is, of course, utterly impossible that the real condition 
of the joint-stock English banks can be as prosperous as it 
is nominally and on the face of their statements. Their 
actual, but as yet unacknowledged, losses may not be as great 
as Mr. Wilson would seem to believe them to be, but they 
must have been large under the immense disasters to trade 
and industry within the past four or five years. In other 
words, the English banks cannot well escape going through 
the same process of diminishing or omitting dividends, and 
of marking off surpluses and even some portions of capital, 
which the banks of this country have already gone through. 
It is not an agreeable process anywhere, but it is, under the 
circumstances, inevitable. It is by no means to be concluded, 
that, because the English banks have been able to postpone 
the process longer@than the American banks have deemed it 
wise to do, they will find it any easier when it can no longer 
be escaped. 

There is one important particular, in which the system 
practiced by the English banks is far more objectionable 
than the system followed here. It is the plan of allowing 
interest upon current deposit balances; which is the rule 
with English banks of discount, while it is the exception 
with such banks in the United States. The evils of it are 
not apparent in prosperous times, but it tends to involve 
banks in an indebtedness which is most troublesome in times 
like the present. It also tempts them, and almost compels 
them, to make investments and operations which they would 
otherwise avoid. Money upon which they are themselves 
allowing interest they must employ so as to get a return for 
it somewhat greater than they pay for it. The risk of employ- 
ing deposits, for which interest is not paid, is quite enough, 
without swelling deposit accounts by the methods almost 
universally practiced by English bankers. 


BRITISH ExPoRTS TO THE UNITED STATES.—An official statement of the 
exports of British and Irish produce and manufactures to the United States 
for the first eight months of 1878, and a comparison with the same period of 
1877, shows the following decline in the shipments to this country: cotton piece 
goods, 13,273,200 yards ; linen piece goods, 8,191,300 yards; silk broad stuffs, 
51,810 yards ; woolen cloth and worsted stuffs, 261,000 yards. Of pig-iron the 
shipments fell off from 28,028 to 18,540 tons, and of bar, railroad, and other 
iron, from 8,660 to 4,498 tons. Of lead the shipments last year were 2,543 
tons, and in 1878 158 tons. The total value of exports from Great Britain to 
all countries during the eight months ending August 31 were $ 130,568,093 in 
1877, and $ 128,364,795 in 1878, a decrease of $2,203,298. Of imports into 
Great Britain during the same period the total value amounted to $ 264,293,634 
in 1877, and $ 255,386,491 in 1878, being a falling off of $8,907,143. 


17 
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CIRCULATION OF METALLIC MONEY. 


One fundamental error in our efforts to return to specie 
payments is, we think, the effort to contract paper money 
without substituting specie in the place of the retired cur- 
rency. In 1872 gold and silver were in active circulation in 
France, while the premium on gold and silver was one per 
cent. for all large transactions. Since that time the Bank 
of France has persistently put specie into circulation. 

In the Report of the Governor of the Bank of France for 
1877 the following statement is made, in quoting which we 
reduce the francs to dollars: 

“This transition from the forced currency, which has 
lasted for seven years, to the resumption of specie payments, 
has been carried through gradually, and without any shock, 
thanks, we may distinctly say, to the foresight of the bank. 
The bank employed as much care as firmness, so as not to 
allow the fiduciary circulation to acquire an absolute pre- 
dominance till our tills overflowed with gold and silver, then 
distributing this gold and silver in such a manner that the 
country was sufficiently supplied with that metallic money, 
which is the surest basis of the foreign exchanges and of 
credit. 

“We have put into circulation, during the year 1877, with 
a note circulation averaging $ 480,000,000, a sum of $ 320,000,000 
in gold and silver, in such a manner that the resumption of 
specie payments has been accomplished, in fact, long before 
the close of the term fixed by the law. 

“France can, therefore, now, gentlemen, enter boldly on 
the pathway of improvement and of labor, since on the one 
hand the country has a strong metallic reserve, on the other 
our note circulation inspires the most well-deserved con- 
fidence.” 

The experience of the Bank of France in keeping an 
extraordinary amount of notes in free circulation is shown 
by the following extract, and is another argument in favor 
of an immediate resumption of specie payments in_ this 
country. We should be ready to follow the course of the 
Bank of France, which paid out gold and silver when the 
premium was higher than it has been in this country for 
months past: 

“Since the prodigious increase of the transactions of the 
Bank, we have felt it our duty to search out the cause why 
there should be a great quantity of notes in circulation 
exceeding in their amount the average figures of our com- 
mercial paper, of our advances on public securities, bullion, 
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of our bills to order, which constitute those commercial 
transactions of ours which are remunerative and lucrative, 
and we have ascertained that nearly $ 280,000,000 of our notes 
in circulation represent nothing more than deposits of cash 
exchanged against these notes, that is to say, connected with 
a purely voluntary service, one which is absolutely gratuitous 
and concerns only the convenience and the accommodation 
of the public.” 


SILVER COINAGE UNDER EXISTING LAWS. 


Secretary Sherman states, in a recent speech, that he de- 
sires the largest possible circulation of gold, silver and 
paper; but he maintains to be indispensable, a condition of 
which the practicability may be doubted, viz., that the silver 
and paper shall be equal in value to gold. That formula of 
limitation is contrary to the actually established law and 
policy of this country, which there is not the slightest possi- 
bility of changing. It may be true, as many believe, that the 
standard of value in the United States ought to be gold. 
What practical men must deal with, however, is not what 
ought to exist, but what actually does exist and is likely to 
exist. The legal measure of value in the United States is not 
gold, but coin, that is to say, gold and silver, with the right 
in debtors to select either in payments, so that the standard 
at any given time will always be that metal which is the 
cheaper of the two at such given time. It seems wholly out 
of the question to expect that the double standard, which was 
restored last winter by majorities in Congress so overwhelm- 
ing, can be gotten rid of, directly or indirectly. It is true, 
as Mr. Sherman says, that silver can be kept equal to gold 
by limiting the quantity coined, but that requires legislation, 
and such legislation cannot be obtained. The existing law, 
carried over the President’s veto on the 28th of last Feb- 
ruary, does not limit the quantity of silver coinage, but only 
the monthly rate at which the coinage shall proceed. 

Not only does it now seem idle to expect such legislation 
as would carry the country back to a gold standard, but it 
also seems quite clear that the National banks will injure 
themselves and all the grave public interests with which they 
are identified, if they countenance any attempt so manifestly 
counter to a settled popular judgment. Nothing could more 
effectually weaken that influence which naturally belongs to 
them in financial affairs. 

What the country needs, is the largest circulation of both 
gold and silver, whether they are equal to each other in 
market value or not, and the circulation of as much paper 
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as can be kept equal in value to, and always convertible into, 
not gold, but coin. The free coinage of silver is the plain 
road to two good things, first, an abundance of hard money, 
and second, the restoration of a substantial parity in the value 
of the two money metals. The purchase of two hundred mil- 
lions of silver for coinage, at the procrastinating rate of two 
millions per month, will be scarcely felt in raising the price of 
that metal. This is shown by the seven months’ experience 
we have had of that policy. But the prompt purchase and 
coinage of silver, to the amount of two hundred millions of 
dollars, would be sensibly felt upon the market relation of 
the two metals. 

It will not be necessarily, or probably true, that the silver 
needed to supply the mints under free coinage, over and 
above the supply from our own mines, will be purchased 
with gold. It is more likely to be obtained in exchange for 
our surplus products. Indeed, it looks as if taking some 
silver from Europe is the only way in which our present 
large export trade can be long kept up. Europe has no gold 
to spare to liquidate balances in our favor, and will soon be 
exhausted of bonds wherewith to liquidate them. Unless we 
will accept some amounts of silver in exchange for our 
staples, how can the export of them be kept up? If we 
wish to retain our customers, we must accept what they can 
conveniently pay in, and we can well afford to do so, when 
it is so good an article as silver. 

In discussing the present question of the free coinage of 
silver, the question of the wisdom of coining silver at all 
is in no way involved. It is settled, and as we believe, 
irreversibly settled, that silver is to be coined, and at a 
monthly rate certainly not less than that prescribed by the 
law of the 28th of last February. What we maintain 
is, that it is better to reach at once a result which cannot in 
in any event be long postponed. One of the reasons for that 
view is, that the parity of the bullion value of the gold 
and silver dollars will be more likely to be reached by a 
rapid and decisive coinage of silver than by a coinage by 
driblets. The danger which is deprecated, is a drift towards 
a coin standard which will consist exclusively of silver, and 
nobody doubts that that is the inevitable goal, unless the bul- 
lion values of gold and silver dollars are in some way equal- 
ized. It is easy to propose new measures of legislation, as 
Mr. Sherman does, to produce this equalization, but the 
insuperable difficulty is, that none of his proposed new 
measures can command majorities in Congress, or even in 
one branch of it. Nor will this equalization result from 
coining silver at the rate of two millions per month. The 
case demands the heroic treatment of coining silver up to 
the maximum capacity of the mints. If a merchant is under 
the necessity of procuring a large quantity of any given arti- 
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cle, he buys as gradually as the nature of his necessity will 
permit, in order not to raise the market against himself. 
The position of the Treasury is wholly different. The regula- 
tion of its silver purchases should not be governed by a 
desire to avoid raising the market, but its object should be 
to raise it as rapidly as possible to a parity with gold. The 
saving of percentages by purchasing silver low, is an utterly 
insignificant consideration, in comparison with the transcend- 
ant importance of diminishing and finally extinguishing the 
difference in value between the two metals. In critical times 
positive measures are needed, and there are many signs that 
our only choice is between unlimited silver and unlimited 
paper. HAMILTON. 


SILVER DEMONETIZATION—FORMER BRITISH 
OPINIONS. 


BY GEO. M. WESTON. 


The subsidence of the passions excited by the controversy 
about silver in this country makes it an opportune time to 
reproduce some British views on the subject, which were 
taken prior to the German demonetization of silver, or sim- 
ultaneously with it, or not long afterwards, and before the 
debate upon it had passed, as it ultimately did, from the 
region of argument to the region of vituperation, under the 
pressure brought to bear by powerful interests and classes 
upon financial writers and journals. 

The London Zconomist publishes annually, generally in 
March, a review of the financial and commercial movements 
of the preceding year. Many of these reviews, quoted from 
below, are understood to be from the pen of Mr. Newmarch, 
the associate of Tooke in the production of the well-known 
book on Prices. All these reviews are written with care and 
deliberation, but they are now quoted from, not merely, or 
even mainly, from any weight of authority to which they may 
be entitled, but from the intrinsic force of the facts and 
consideration which they set forth. They will be found to 
cover the whole grounds of the more recent debates, such as 
the absolute and large decline of the gold production since 
1856; the failure of the aggregate production of the two 
precious metals to keep even pace with the advance of the 
world’s commerce and population ; the too plainly manifested 
tendency of property and wages to fall under the constric- 
tion of deficient money; the great extent to which nations 
had been driven into forced paper money by the scarcity of 
the metals ; and the predicted and inevitable consequences to 
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the general gold markets, of the German silver demonetiza. 
tion, supplemented and intensified as that was by silver 
demonetization by the United States. It in no wise detracts 
from the force of those views of the London Zconomist, that 
it now stoutly denies that there is any such thing as a 
scarcity of gold, or that a sudden and enormous demand for 
that metal from two nations of the commanding importance 
of Germany and the United States either does, or by any 
possibility can, have any effect to make gold dearer, and 
gold prices consequently lower. Mankind have witnessed 
many such changes of opinion. An eminent professor in an 
English university, who in a book written and printed as late 
as 1875, said that in these days of representative paper the 
weight and bulkiness of metallic money had ceased to be of 
any consequence, was found ready in 1877 to write a letter 
to this country, in which the stress of his objection to silver 
was the same weight and bulkiness which seemed to him so 
harmless two years before. The suddenness and violence of 
such abandonments of deliberately adopted views only illus- 
trate the force of the pressure which induces them. 

There are also given below some extracts from an address 
of Disraeli, now Lord Beaconsfield, at Glasgow, in 1873. He 
was then the leader of the English opposition, and is now the 
English Prime Minister. If he has seen occasion for a change 
of his opinions, as to the disastrous consequences of a general 
movement of Europe and the United States to a gold stand- 
ard, he has not so far seen fit to indicate such a change. 

There will also be found, appended hereto, extracts from 
a speech delivered in the British House of Commons, August 
10, 1876, by the distinguished author, banker and statesman, 
Mr. Goschen, the most eminent, certainly the most trusted, 
financial authority of the present day in England. He was 
the Chairman of the Parliamentary Commission on Silver in 
1876, and one of the British delegates to the International 
Silver Conference at Paris, in August, 1878. The sagacious 
forebodings which he expressed two years ago, as to the dis- 
astrous effects of striking down one of the money metals of 
the world, have been, it would seem, now converted into 
absolute convictions, since we find him reported as declaring 
at the recent conference, that the attempt to produce the 
general adoption by commercial nations of the single stand- 
ard of gold is both impracticable and fatal. 


OPINIONS OF THE LONDON “ ECONOMIST.” 


Financial Review of 1864, printed March 14, 1865 :— 


For the last seven years, the xew sources of supply have yielded 
year by year a diminishing supply of go/d, and the old sources of 
supply have done little more than maintain the former rate of pro- 
duction. As regards sz/ver, the increase throughout the fifteen years 
has been, if not very great, still so continuous as to represent at 
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present a production twenty per cent. larger than in 1849-51. But in 
the case of go/d the present annual production from all sources is 
thirteen per cent. less than in the five years 1852-6, 

We should, however, very imperfectly apprehend the problem to 
be considered, if we did not ascertain, as far as we can, the growth 
in the number and magnitude of the transactions to be accomplished, 
ultimately, in some form, requiring the command of gold and silver 
coin; as well as the annual supplies available for purposes of com- 
merce. We find in the United Kingdom of great Britain and Ire- 
land an external trade doubled in the last twelve years, and this 
external trade is, we believe, but a faint representation of the 
increase of transactions throughout the whole of our domestic indus- 
try. But not only has this multiplying process been carried on in 
these islands ;—it has prevailed almost as largely in France, and the 
activity that has prevailed in France, and already profoundly modi- 
fied French society and institutions, has spread all over Germany. 
It has filled Italy, aroused Spain from its long lethargy and pene- 
trated even to the remote provinces of Russia. No corner of Europe 
has remained insensible to the new stir of industry and enterprise. 
In Turkey, Asia Minor, Egypt, and other countries of the eastern 
Mediterranean, the creation of new employments, the appetite for 
pursuing new avenues to wealth, has become one of the most remark- 
able circumstances of our time. 

All these facts are indications of the enormous addition which has 
been made during the last fifteen years to the extent and depth of 
the channels of circulation required to be filled with metallic money 
in some form or other; and they are also facts which enable us to 
understand how it is that the addition of say 300 millions (sterling ) 
of gold from new sources during those fifteen years, has produced 
so little influence on prices. 

The truth is, that with the present extended and growing com- 
merce of the world, far more mischief and inconvenience will arise 
from the effect of what seems to be a continuous gradual decline in 
the new supplies of gold, than from any effects which have flowed 
or may flow from the Californian and Australian discoveries. 


Financial Review of 1867, printed March 14, 1868:— 

Speaking in general terms, our impression is that at the opening 
of 1868 prices and wages are from fifteen to twenty-five per cent. 
lower than in 1865. : 

And after giving comparative tables of prices at various 
dates from 1851 to 1868, the review proceeds: 


The evidence of this table, taken in conjunction with other facts, 
quite justifies the conclusion that in the years 1864-5, general prices 
had risen to a level higher, perhaps, than had been attained since 
the peace of 1815, and they also justify the conclusion that the con- 
tinual fall of the last two years has reduced us to a point almost 
as low as in the opening of 1851, the year in which culminates the 
long train of unfavorable influences commenced in 1847, and extend- 
ing through the three following years. 

The persons who are still haunted by a fear of an approaching 
decline in the exchangeable value of gold may derive some consola- 
tion from the reflection—that at this moment six of the greatest and 
most populous countries of the world (United States, Brazil, Italy, 
Russia, Austria, and Turkey) are under dispensations of paper money, 
excessively depreciated. The mass of paper money in use in those 
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six countries cannot be much less than 600 millions sterling; and 
the whole of this vast aggregate must, in process of time—be replaced 
by coin. 


Financial Review of 1868, printed in March, 1869 :— 


Very little has been heard for a long time of the alarms which 
prevailed extensively twelve or fourteen years ago, regarding the then 
apprehended depreciation of gold. Latterly the fear has been rather 
of an opposite kind. 

The falling off in the supplies from new sources, that is, Australia, 
New Zealand, California, and British Columbia, is more than forty 
per cent. as compared with the maximum period 1852-6, 

The maximum and minimum years of go/d production in Victoria 
and California have been as follows: 

California maximum in 1853, £11,500,000; minimum in _ 1867, 
£ 5,000,000. Victoria, maximum in 1856, £12,000,000; minimum in 
1867, £ 5,700,000. 

The silver mines of Nevada have been at work since 1859, and the 
annual produce has already reached 4% millions sterling, with every 
probability of a large increase. The production of gold in New 
Zealand is over two millions sterling per annum. 

It may be safely affirmed that the present annual supply of thirty 
millions sterling of gold is no more than sufficient to meet the 
requirements of the expanding commerce of the world; and prevent 
that pressure of transactions and commodities on the precious metals, 
which means in practice insufficient bullion reserves and, therefore, 
high and fluctuating rates of interest, and prices and wages tending 
constantly towards decline. Let us again point out that there are 
immense masses of depreciated paper money in Europe and America, 
which sooner or later must be replaced in a large degree by gold 
and silver. It is true that the prices of many commodities seem to 
be higher than before 1850, but the disturbing causes which have 
been in constant operation must be remembered, in India, China, 
Europe, and North and South America, the cessation of slave labor, 
rebellion in China, serf-emancipation in Russia, and fifty other causes, 
all tending to disturb former methods of production. The real dan- 
ger is that the present supplies of gold should fall off. 


Financial Review of 1869, printed in March, 1870:— 


The controversy relative to the alleged’ depreciation of gold, (that 
is, a general rise of prices), consequent on the Californian and Aus- 
tralian discoveries, still retains its interest, but not the urgent kind 
of interest of the earlier days of the influx. Mr. Jevons arrived at 
the conclusion that the general rise of prices is eighteen per cent. 
We think this conclusion an extreme one. Professor Jevons, however, 
admits that the extreme views of alleged depreciation, favored by M. 
Chevalier, Mr. Cobden and others, in 1853-4, are no longer tenable; 
and, as we understand, limits his modified opinions to the point, that ° 
the new gold has arrested the decline of general prices which had 
been in progress for some years prior to 1849, in consequence of the 
pressure of increasing population and transactions upon the then 
stationary annual supplies of the precious metals. We fully accept 
this latter doctrine. 

The annual production of gold from the new sources, that is, 
California, Australia, New Zealand, and British Columbia, remains at 
about fifteen millions sterling; with a tendency to decline. It may 
safely be affirmed that the present enlarged commerce and population 
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of the world could easily and advantageously absorb a much larger 
annual production from these or other newly-found sources; and it 
is one of the most conspicuous evidences of the profound changes 
of the last twenty years that the commercial portions of the world 
now require a total annual supply of thirty millions sterling of gold 
in place of the fourteen millions, which was the average prior to 
1849, and not only absorb the thirty millions, but look anxiously for 
the discovery of further deposits. 


Financial Review of 1871, printed in March, 1872:— 

We print in Appendix statements relative to the extension and 
process of quartz gold mining both in Australia and California, which 
seem to indicate a higher annual production of gold in future years. 
No fact can be more welcome, as we have repeatedly affirmed that 
the danger in these modern times is not that the world will furnish 
every year too much but too little gold and silver. To the long list 
of countries afflicted with inconvertible paper currencies, the United 
States, South America, Russia, Austria, Italy, Turkey, and Spain, 
must now be added France. It is probable that not less than 1,000 
millions sterling represent the amount of these currencies, descend- 
ing, as most of them do, to fractional sums of a few pence; and the 
time must be contemplated when the development of the resources 
of the several countries and the establishment of a sounder national 
finance, will enable them gradually to replace the larger part of their 
paper with gold and silver coin. 

But besides the absorption of gold and silver which will arise by 
the withdrawal of compulsory paper, there will be the effort of the 
substitution of a gold for a silver standard in many countries. The 
German Empire has already made this change. 


Financial Review of 1872, printed in 1873 :— 

Next to the effect and nature of the French payments, has been 
the new imperial (German) coinage. At the end of 1872, the gold 
coinage amounted to twenty-one millions sterling. On the 8th of 
February, 1873, it had been raised to 23% millions sterling, and the 
following paragraphs from the well-informed city writer of the Dazly 
News gives the latest facts, and properly draws attention to their 
important character : 


Only to introduce the new system, the German Government must have 
£ 30,000,000 of the new coinage ready in six weeks, and must continue coin- 
ing £ 20,000,000 annually for several years to come. As the annual new sup- 
ply throughout the world is reckoned at £ 20,000,000, and the usual demand 
for miscellaneous purposes is very large, it follows that, if the German Gov- 
ernment perseveres in its policy, the strain upon existing stocks and currencies 
will be most severe. For a time, at least, unless the annual production of 
gold should suddenly increase, the money markets of the world are likely to 
be perturbed by this bullion scarcity.. 


Holland, after much deliberation, has resolved to set up for the 
present a double standard in place of the silver standard. There can 
be no hazard in predicting that for many years to come, all the 
annual supplies of gold, on the present or even upon an enlarged 
scale, will rarely suffice for the demands which are even now apparent. 


Financial Review of 1873, printed March 4, 1874:— 
1873 has been a year of monetary pressure in Australia, Germany, 


this country, and the United States. . . . During 1874, it seems 
to be likely that the Berlin mint will coin chiefly silver and copper, 
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and so relieve the strain which it has exercised for two years over 
the gold markets of Europe. 


Financial Review of 1874, printed March 13, 1875 :— 


The available annual supplies of gold are steadily diminishing. The 
year of maximum production was 1856, when the figures were, Cali- 
fornia fifteen millions sterling, Australia fourteen millions, and Russia 
three millions. For 1874, the estimate is, California six millions, 
Australia 83¢ millions, and Russia 4% millions, total 19% millions. 

The fall here exhibited is from thirty-two millions in 1856 to nine- 
teen millions in 1874. As much as 2¥% or three millions is absorbed 
by wear and tear of the existing stock, leaving, say, sixteen millions, 
to meet the requirements of the commercial worid, and to furnish 
the masses of gold required, and likely to be required, first by Ger- 
many in carrying out its policy of ‘a gold standard, and shortly by 
the United States. 

The German gold coinage has already reached 55% million pounds 
and will have to be carried much further, and to carry it further by 
any considerable steps will re-open great difficulties in the European 
money markets. The large central banks will find increasing diffi- 
culties in the preservation of their bullion reserves. Between the 
necessity existing at Berlin to provide gold for coinage, and the pol- 
icy at Paris to add bullion to the reserve, the money markets of 
Europe have been under constant apprehensions. 


Financial Review of 1875, printed March 11, 1876:— 

During the eighteen years 1857-74, the total annual production of 
gold fell from twenty-three to nineteen millions, or seventeen per 
cent. There is good reason to believe that in the current year the 
gold production of California and Nevada will be increased from six 
millions up to ten. Such an augmentation would carry the total 
yield to the level of 1857-61, and would remove many of the diffi- 
culties beginning to be felt in consequence of the declining, or sta- 
tionary, supplies of gold, in the face of the enlarged requirements 
for the metal on the part of countries which have adopted, or will 
adopt, a gold standard. 


From the London Economist of January 16, 1875 :— 


It is not difficult to trace the signs of pressure which the new 
great demand for gold for Germany has made upon the diminished 
supply. 

The present position of the gold question is a very simple one. 
The annual production of all the mining regions which are worth 
reckoning upon is at the outside about £ 20,000,000. But in this 
sum the Russian production is reckoned at about a fourth or fifth, 
and this does not really come into the general market of the 
world, being either retained in Russia itself to support the paper 
circulation, or absorbed in Germany, without fully supplying the 
extraordinary demand for that quarter. Of the £15,000,000 a year, 
which appears to be generally available, the annual supply necessary 
for England alone is £ 5,000,000; for France, on a specie basis, to 
which it is now returning, it was always more than that, say, 
£,8,000,000; and at least £5,000,000 was required for the other 
countries which we coin for. This makes £ 18,000,000 a year, and 
how is the amount to be supplied, even without an extra demand 
from Germany, and without any resumption of specie payments in 
the United States? At some point or other, we venture to say, 
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the pressure in the money market must again become severe; or 
one of the great gold-using countries must abandon its standard; or 
the supply from the mines must be increased: and the chances, we 
fear, are altogether against the occurrence of either of the two latter 
alternatives. 


OPINIONS OF DISRAELI, NOW LORD BEACONSFIELD. 


At a banquet given to him November 19, 1873, by the 
corporation of the City of Glasgow, on the occasion of his 
installation as Rector of the University of Glasgow, Mr. 
Disraeli said :— 


I do not observe myself that there are any symptoms in Britain 
of reckless speculation. 

No doubt our young relations on the other side of the Atlantic— 
with that ardor which is characteristic of youth—have been doing 
some things somewhat extravagant. But I do not believe that the 
disorders which have arisen there could have occasioned, or were 
adequate to occasion, the disorders that have occurred in our own 
country, with reference to the value of money. I attribute them to 
quite another cause. I think the cause is not exhausted, and is 
deserving the grave attention of men who are so deeply interested 
in the prosperity of the country and the action of commerce as 
those I have the pleasure of meeting to-day. 

I attribute the great monetary disturbance that has occurred to 
the great changes which the Governments in Europe are making 
with reference to ‘their standard of value. 

I know myself that an opinion has been extremely prevalent 
among the statesmen of Europe, and among distinguished economists 
and merchants abroad, that the commercial prosperity and prepon- 
derance of England were to be attributed to her gold standard. But 
it is the greatest delusion in the world to attribute the commercial 
preponderance and prosperity of England to our having a gold 
standard. Our gold standard is not the cause of our commercial 
prosperity, but the consequence of our commercial prosperity; and 
it is very well for us to have it; but you cannot establish a gold 
standard by violent means. It must arise gradually from the large 
transactions of a country, and the consequent command it may have 
over the precious metals. When the various States of Europe sud- 
denly determined to have a gold standard and took steps to carry 
it into effect, it was quite evident that we must prepare ourselves 
for convulsions in the money market, not occasioned by speculation 
or any old cause, which has been alleged, but: by a new cause with 
which we are not yet sufficiently acquainted, and the consequences 
of which are very embarrassing. 


MR. GOSCHEN IN THE HOUSE OF COMMONS, 1876. 


The topic under discussion August 10, 1876, in the British 
House of Commons, was the introduction of the gold stand- 
ard into India, to which prominence had then been recently 
given by an article recommending it, which had appeared in 
the London Zimes, and which was characterized by more than 
an ordinary degree of that swaggering truculence which is 
habitual with that journal. The proposition was regarded as 
SO preposterous and alarming that the Secretary for India, 
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Lord George Hamilton, deemed it to be his duty to make a 
public declaration that he meditated no such act. 
He was followed by Mr. Goschen, who said :— 


He was quite satisfied with Lord Hamilton’s declarations, made, he 
hoped, on the part of the Government. He trusted the Govern- 
ment would speak with no uncertain sound, as any illusion would 
7 tend further to disturb a market already so agitated. 

here were powerful advocates of the introduction of a gold cur- 
rency into India, but he had not seen any practical mode suggested 
for carrying it out. The interesting process which had been going 
on in Germany since 1871, in connection with a change of currency, 
— afford them a very instructive lesson on that subject. The 
difficulties of that operation had been enormous in Germany, and 
must be far greater in a country like India. . . But further, if it 
was put to the intelligent majority in Germany whether they had 
gained by the substitution of gold for silver, he doubted whether 
the answer would, on the whole, be in the affirmative. . . What 
“the advocates of these changes of currency looked to was what 
might be called the international currency, or the means of settling 
the great mercantile transactions between one country and another. 
But the currency had an equal important function internally. 
There was one other point to which he wished to call attention. 
There was at this present moment a great plethora of gold in the 
banks of England and France, but that had not always been the 
case, and he would be a bold man who would withdraw silver from 
that partnership with gold, by means of which a sufficient supply 
was furnished to do the currency for the whole globe. We had 
seen the results of a great increase in the supply of gold, but we 
had not seen what the result would be of the withdrawal of a 
large mass of money from the currency of the world. 


a 


THE MARKET RATES OF INTEREST IN GREAT BRITAIN.—It is well known 
in a general way, that what is quoted as the London rate of interest in mak- 
ing discounts, being the rate of discounting at the Bank of England, as changed 
and announced from time to time, is not the rate at which the mass of the 
discounting is actually done in London, and still less in other parts of Eng- 
land. The Bank rate only determines the rate of discounting the bills of 
bankers, or of merchants enjoying the highest grade of credit. The Fort- 
nightly Review says of the Bank rate :— 

‘Tt does not establish, and only in a remote degree influences, the rate 
charged throughout the provinces for second-class bills, or for advances with or 
without security. Even in London there is an enormous mass of small bill 
discounting done at five or six per cent., when the nominal Bank-of-England 
rate may be only two per cent., and the open market rate for the 
best paper barely half as much. This is not usurious discounting either, but 
the ordinary fate of fair trade bills, drawn probably by city merchants on the 
small retailers. . . . . Throughout the provinces, where the bills circu- 
lating are on the average smaller than in London, this fixity of discount rate 
is of course much more customary. . . . . The Bank of England rate is 
more a fiction with them (the country banks) at all times than it is in Lon- 
don, and their standard for interest payment on deposits is rather the yield on 
consols than ‘bank’ rate. If they cannot allow some three per cent. on the 
money intrusted to them, their customers place it in the funds, so they are 
probably compelled in the dullest of times to pay about so much for the use 
of money. This is, however, only a partial drawback, as they are, on the 
other hand, able to command a higher price for their credits and discountings.” 





THE MONETARY CONFERENCE AT PARIS. 


THE MONETARY CONFERENCE AT PARIS. 


We have now the full text of the resolutions which were 
agreed upon by the controlling portion of the European 
delegations, and which were as follows: 


“The delegates of the European States represented in the confer- 
ence, wish to express their sincere thanks to the Government of the 
United States of America, for having procured an_ international 
exchange of opinion upon a subject of so much importance as the 
monetary question. Having maturely considered the proposals of the 
representatives of the United States, they recognize : 

“ First—That it is necessary to maintain in the world the monetary 
functions of silver, as well as those of gold, but that the selection 
for use of one or the other of these two metals, or of both simul- 
taneously, should be governed by the special position of each State 
or group of States. 

“ Second.—That the question of the restriction of the coinage of sil- 
ver should equally be left to the discretion of each State or group 
of States, according to the particular circumstances in which they 
may find themselves placed; and the more so, in that the disturbance 
produced during the recent years in the silver market, has variously 
affected the monetary situation of the several countries. 

“ Third—That the differences of opinion which have appeared, and 
the fact that even some of the States which have the double 
standard find it unprofitable to enter into a mutual engagement with 
regard to the free coinage of silver, exclude the discussion. of the 
question of the adoption of a common ratio between the two metals.” 


These resolutions were submitted August 28, and adopted 
the next day without a division, as an expression of the 
majority of the Conference. The American delegates, all 
three of them concurring, thereupon submitted the following 
paper of dissent : 


“In response to the address of the representatives of the European 
States, the representatives of the United States desire, on their part, 
to express their sincere thanks to the European States, for accepting 
their invitation and consulting with them upon a subject of so much 
importance. The representatives of the United States regret that 
they cannot entirely concur in all that has been submitted to them 
by a majority of the representatives of the European States. They 
fully concur in a part of the first proposition, viz.: that ‘it is neces- 
sary to maintain in the world the monetary functions of silver, as 
well as those of gold, and they desire that ere long there may be 
adequate co-operation to obtain that result. They cannot object to 
the statement ‘that the selection for use of one or the other of these 
two metals, or of both, simultaneously, should be governed by the 
special position of each State ;’ but if it be necessary to maintain the 
monetary functions of both metals, as previously declared, they 
respectfully submit that the special position of States may become of 
but secondary importance. 

“From so much of the second proposition as assigns as a special 
reason for at present restricting the coinage of silver, ‘that the dis- 
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turbance produced during the recent years in the silver market, has 
differently affected the monetary situation of the several countries,’ 
they respectfully dissent, believing that a policy of action would 
remove the disturbance that produced these inequalities. 

“In regard to the third and last proposition, they admit that 
‘some of the States which have the double standard,’ or, as they 
prefer to say, use both metals, ‘find it impossible to enter into a 
mutual engagement for the free coinage of silver.’ They, as repre- 
sentatives of the United States, have come here expressly to enter 
into such an engagement. The difficulty is not with them, and 
wherever it may be, they trust it may be soon removed. They 
entirely concur in the conclusion drawn from this state of the case, 
that it ‘excludes the discussion of the question of the adoption of 
a common ratio between the two metals.’ It is useless to agree 
upon a particular ratio between the two metals, if the Nations are 
not ready also to adopt a policy to uphold it. We remain upon 
ours; the European States upon theirs.” 


During the progress of the Conference, expressions of opin- 
ion were made by many delegates, but of course, the declar- 
ations of M. Leon Say, the Minister of Finance of France, 
from the controlling position of that country in reference to 
the monetary situation of Europe, attracted the most attention. 
His declarations would be more completely decisive, but for 
the known existence in France of an active and persevering 
party in favor of the gold standard. We translate from 
L’ Economiste Francais, the following official account of what he 
said : 

“M. Leon Say repeated what he had said in the Chambers in the 
discussion of the law for the suspension of the silver coinage, that 
France was not on the road to a_ gold standard, but was in an 
expectant attitude, which it would probably (vrazsemblablement) 
leave to return to the double standard. It could not be made to 
suit the interests of France, to take away the money function from 
two and a half millions of francs ($ 469,000,000 ), which it possessed, 
inside and outside the vaults of the bank. It was not in a condi- 
tion to give advice in respect to the restoration of the money func- 
tion of silver to those countries which had taken it away. France, 
before making a movement, would wait until Germany had disposed 
of its stock of silver, and until the causes which might raise its price 
could be more accurately measured, 

“He did not wish, however, that the non-assent of the French 
government to the propositions of the United States, should be taken 
as a condemnation of the present monetary policy of that Republic. 
In his opinion, what was best to be done, was for the Nations rep- 
resented in the conference, to come to an understanding upon the 
expression of a common idea as to the employment of silver as 
money, and that they should reciprocally recommend that these 
Nations, in their internal legislation, should adopt no measure calcu- 
lated to contribute to the depreciation of that metal. We can never 
believe in the suppression of a money which controls the commerce 
of the Indies and of the farther East. We believe, on the contrary, 
that by the development of that commerce, the use of silver as 
money will likewise develop from day to day, Therefore, agreeing 
on sO many points with the opinions of the United States, although 
not able, in the actual state of things, to accept their proposition, 
we are not willing to be understood to say that we reject it.” 
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The impressions made upon correspondents on the spot, by 
M. Say’s remarks, were even stronger in the double standard 
direction, than the guarded language of this official report 
of them. 

The Paris correspondent of the London Zconomist, under 
date of August 22, 1878, says: 

“M. Leon Say was more positive than in the speeches he has 
made in the Chamber of Deputies during the last four years, when 
the subject has been under discussion. He had previously confined 
himself to saying that France would observe an expectant attitude, 
and would await the course of events before taking a decision. He 
now repeated that declaration, but added that France was sincerely 
bi-metallic, from which it may be inferred that he would oppose any 
change, excepting under circumstances which rendered it compulsory.” 

A Paris correspondent of the N. Y. Zribune, writing under 
date of August 30, says: 

“The position of France was one of importance, and through her 
Finance Minister, she declared that she only awaited the favorable 
moment to resume the coinage of silver.” 

The remarks of Mr. Goschen, of the British delegation, 
were interesting for many reasons, but specially because he 
developed a possible new stroke of British policy. He is sup- 
posed to favor personally the continued maintenance of the 
gold standard in England, and at any rate, he declared that 
that was the fixed British opinion. But he declared also that 
England was profoundly interested to maintain the monetary 
position of silver on account of India, and he alluded to 
what he called the sacrifices of England in upholding the 
value of silver, by leaving the Indian mints open to its coin- 
age. He then proceeded to intimate in a polite way, that if 
any more nations embarked in the policy of depreciating sil- 
ver, England might in its Indian possessions embark in it 
also. He said: 

“If other countries enter upon a campaign against silver the gov- 
ernment of India may perhaps adopt measures similar to those 
adopted elsewhere, which might result a crisis fruitful in disasters. 
The conference would, therefore, see that the future of silver inter- 
ested the whole world, and that it concerned everybody to help pre- 
vent a depreciation of it, which might be without limits. He 
believed besides, that if silver was everywhere demonetized, gold was 
insufficient for the wants of circulation. From the fall in silver, and 
the rise in gold, there would result a diminution in the prices of all 
commodities.” 

L’Economiste Frangais says that the delegates from the 
United States displayed “ zncontestable talent” in defending the 
double standard, and sums up the position of other nations 
as follows : 

“England will preserve the standard of gold at home, and the 
standard of silver in India. The Scandinavian States remain faithful 
to the standaad of gold. It is towards the same standard that 
Switzerland and Belgium incline, although they are for the present 
bound to the bi-metallic system by the Latin Union. On the con- 
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trary, France, or at any rate, its financial minister, declares in princi- 
ples, rather for bi-metalism, than for mono-metalism. Austro-Hun- 
gary and Italy avow, in language more or less explicit, their sympa- 
thy for an unlimited coinage of silver, and the universal adoption of 
the universal ratio of fifteen and a half to one.” 


The Paris correspondent of the Zribune, before quoted, says: 


“Mr. Groesbeck spoke at the second meeting, explaining at some 
length, the history of silver in the United States, the reasons for its 
demonetization and restoration, and the prospects of immediate 
resumption. His arguments had much weight with the conference, 
At a subsequent session he spoke again on the causes which led to 
the limitation of silver coinage by the Latin Union; on the produc- 
tion and consumption of silver, and the German effort to establish a 
single gold standard. General Walker, at the fourth meeting, com- 
mented on the disastrous effects of the German monetary policy in 
1871, which was entirely voluntary and uncalled for. He said that the 
demonetization of silver would destroy all par of exchange between 
Europe and Asia, and adduced many reasons strongly favoring the 
restoration of silver. The General is familiar with the question, 
especially in its economical aspects, and proved to be an able and 
effective speaker. 

“Governor Fenton, the chairman of the American delegation, 
closed the discussion by an able and statesmanlike review of the 
situation. He asserted that the present financial depression, affecting 
alike the countries of the Old and the New World, was due in some 
measure to the withdrawal of silver as one of the coin metals, and 
that some improvement would result were it restored to its proper 
function as money. There might, he said, be too much currency, 
but there also could be too little. He held that united action in favor 
of the use of gold and silver would effect a revival of industry, and 
certainly aid in restoring commerce to a state of healthy activity,” 


————— ee 


THE RELATIONS OF CAPITAL AND CREDIT.—Commercial crises or periods of 
business depression were known anterior to the era of productive mechanism. 
They are the product, not of labor-aiding machinery, but of financial machinery. 
Capital is the basis of business, and credit, though not the equivalent of capital, 
is essential to its complete employment. Whenever the amount of capital 
employed is in proper proportion to the amount of business done, and the 
amount of credit employed is in proper proportion to the amount of capital, 
business affairs assume their normal condition, and there is no over-production. 
In such a state of affairs, the various interests develop in harmony, and what- 
ever labor-aiding machines may exist, they are only used to the extent to 
which they can be made profitable. It is only when the intricate machinery of 
credit is run at undue speed that over-production and over-trading ensue, and 
lay the foundation of the crises which sooner or later inevitably follow. The 
contrivances by which men strive to extend their business in disproportion to 
their capital are various; but whether they work in the direction of a redun- 
dancy of greenbacks, an irredeemable currency, long time credits, or ‘kiting,’ 
the result is the same, namely, excess of credit and consequent disaster. 

Deliberately to seek to extend the use of credit by an irredeemable currency 
or any other scheme of inflation is a crime. With the evil consequences of this 
excessive use of credit fresh before us, it is unaccountable that, just as we are 
entering upon a career of substantial prosperity, there should be so many among 
us urging upon government inflation schemes which, if adopted, would inevitably 
reproduce the evils from which we have been suffering. Capital is the laborer’s 
best friend; excessive credit his worst enemy.—Hon. Z. B. Bigelow on “ The 
Relations of Labor and Capital” in the Atlantic Monthly. 
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THE BANK OF VENICE. 


BY STEPHEN COLWELL. 


[The excellent work of Mr. Colwell entitled ‘‘Ways AND MEANS OF Pay- 
MENT,” which ought to be in the library of every financier, has for some time 
past been out of print. Among its interesting chapters is that giving the history 
of the Bank of Venice, an account which is considered the best in the English 
language of that institution. We reproduce this chapter in order not only that 
our readers may possess this instructive record, but also that they may judge 
how untenable is the ground upon which it is claimed that the example of this 
Bank gives support to certain financial sophistries of the present day.] 


In the year 1171, a Venetian fleet of a hundred galleys 
was sent to avenge an outrage perpetrated by the Grecian 
Emperor, Manuel, upon Venetian merchants in his empire. 
This fleet humbled his pride, and compelled him to give sat- 
isfaction. The contest is memorable for having given origin 
to the Bank of Venice. “For the Republic being oppressed 
by the charges of the war against the Emperor of the East, 
and at the same time involved in hostilities with the 
Emperor of the West, the Duke Vitale Michel II, after hav- 
ing exhausted every other financial resource, was obliged to 
have recourse to a forced loan from the most opulent citi- 
zens, each being required to contribute according to his 
ability. On this occasion, and by the determination of the 
Great Council, the office of chamber of loans (Za Camera 
degl’ Imprestiti) was established; the contributors to the 
loans were made creditors of that office, from which they 
were to receive an annual interest of four per cent.”* The 
Bank of Venice gradually assumed the form under which it 
was, for many ages, the admiration of Europe, the chief 
instrument of Venetian finance, and the chief facility of a 
commerce, not surpassed by that of any European nation. 
Its progress and form were, however, clearly that which nat- 
urally grew out of the position of the first contributors to 
the loan. Its origin was not the first occasion in Venice, or 
elsewhere, where the State became a borrower from its sub- 
jects; it may have been the first in which the loan was 
taken by a regular subscription, and the subscribers became 
a specially constituted board for their own protection and 
the management of the loan.t The book in which these 


* McPherson's Annals of Commerce, vol. 1, p. 341. Sanuto: Vite di Duche di Venezia, 
App. Muratore Script V, xxii col., p. soz. This is thought to be the first mention of a rate 
of interest per cent. Four per cent. was, no doubt, far below the customary charge of that day ; 
but whether foreseen or not, the privileges of the chamber of loans soon indemnified these 
public creditors for this low rate of interest. 

+ “If I mistake not, this bank is also the most ancient establishment of a permanent national 
debt, or the funding system, which is now carried to such a height in almost every country in 
Europe.”’—J/cPherson's Annals of Commerce, vol. i p. 342. 


18 
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loans were inscribed was authenticated by the Government, 
and made evidence of the whole amount of the debt, with 
the proportion belonging to each subscriber. It was an easy 
step to commence the transfer of these loans in part, or in 
whole. The interest was punctually paid by the Government 
into the office, and distributed thence to those who were entitled 
to it. Facility of transfer, coupled with the security of the 
State, and regular payment of the interest, seems to have led 
to a very rapid circulation of this loan.* It must have been 
regarded, at that day, with great favor as a mode of invest- 
ment, for nothing of similar convenience and availability has 
ever been enjoyed, or was then accessible.t The creditors, 
being thus associated, could bring their united influence to 
bear upon the Government, to insure the regular payment of 
interest, and to obtain such extension of privileges as time 
and experience showed to be important and valuable. The 
reimbursement of the loan ceased to be regarded as either 
necessary or desirable. Every creditor was reimbursed when 
he transferred his claim on the books of the bank. From 
being convenient and valuable as an investment readily 
obtained, and as readily disposed of, it became, by a natural 
process, a medium of payment in transactions of commerce. 
That fund, which was desirable to all seeking investment, 
would be willingly, in many instances, accepted in payment 
of debts already existing, or for goods just purchased. There 
is good reason to believe that this fund was largely used in 
this way for centuries before the final arrangements were 
made, of which our accounts are more clear. It is not 
unlikely that irregularities crept into the mercantile usages 
of the bank ; that transfers were made otherwise than in the 
bank, and perhaps by circulating papers or checks authoriz- 
ing the bank to make transfers for the amount expressed to 
bearer. Such a practice, unauthorized by the State, would lead 
to confusion, to mistakes, to forgery, and litigation. What- 
ever may have been the malpractices which grew up in the 
usages of the bank, in the first two hundred and fifty years 
of its history, it fully vindicated, in that period, its power 


* “ As the interest of the loan was always punctually paid, every credit inscribed on the book 
of the chamber of loans might be regarded as a productive capital; and, by laws, these inscrip- 
tions, or the right of receiving the interest upon them, could be frequently transferred from one 
citizen to another, This practice, in the course of time, exhibited to all the lenders how very 
simple and easy was the process of paying and receiving debts among themselves by transfers 
upon these books; and from the moment that the advantages which commerce might derive 
from this method of paying debts was perceived, bank money was invented.’’—L£con, Politique, 
par Henri Storch; vol. iv, p. 95. 

+ ‘© There was at Venice that which, more than any previous commercial policy, opened 
men’s eyes to an advantage of great importance, contributing alike to the prosperity of the 
State, and to the benefit of trade. She was the glorious inventress of the Guarantied Bank 
( Banco Garantito), differing both in its operations, and by its security from common banks, as 
much as from those called public banks. For, in the case of the Guarantied Bank, if robbery 
occurs, if the servants and officials of the bank commit fraud, if the managers administer it 
badly, the Government is held responsible for the whole; no private person suffers any loss. 
But in the case of other banks, the Government is only bound to do justice, by giving all the 
assistance it can in the discovery and punishment of the criminals, and for the recovery of the 
loss.’—Broggia Trattate delle Monete, vol. ii, p. 270, being vol. v, in Custodi’s Collection of 
the Economisti Italiani. ; 
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and utility as a financial agent of the Republic, and its 
efficiency in promoting the movements of commerce. 

There is no question, although we have not the details, 
that the Government had found it perfectly easy to enlarge 
the amount of the original loan or stock of the bank, as the 
demand for its funds generally exceeded the supply. All 
money deposited for the purpose of obtaining a credit in 
bank was accounted an addition to the original loan, and as 
such, taken into the public treasury as money lent to the 
State. Every such investment increased the stock of the 
bank, and replenished the treasury of the Republic. If indi- 
viduals could make purchases and pay debts by transfers in 
bank, the public treasury could well afford to receive, in pay- 
ment of its dues, credits in bank, as that would be only 
equivalent to taking up its own obligations. Thus, the more 
these credits were employed, the more the demand for them 
increased, the more rapidly money flowed into the treasury, 
and the more readily the Government could afford to receive 
payment of its revenues in the funds of the bank.* 

The way was opened by the experience of two centuries 
and a half, for the next chief characteristic of the Bank of 
Venice. In the year 1423, in the administration of the Doge 
Thomas Moncenigo, it was decreed that all bills of exchange 
payable in Venice, whether domestic or foreign, should be 
paid, unless otherwise stipulated and so expressed, in the 
bank; and that all payments in gross, or in wholesale trans- 
actions, should be effected also in bank. This at once 
brought the mass of the payments of that great commercial 
city to the bank.t Whatever irregularities, and whatever con- 


* “By degrees, the Government introduced the usage of making certain payments by drawing 
upon the bank, in place of making them in specie. It commenced by receiving these drafts 
into the public treasury without hesitation; and when this usage became established, a law was 
passed, that bills of exchange might be paid in money of the bank, whether foreign or domes- 
tic, when drawn for above the sum of three hundred ducats. These drafts could not be refused, 
unless stipulations had been made to the contrary.’”’-—Daru. de Hist. Venice, vol. iii, p. 73. 

“To give these bank credits great rapidity of circulation, an account of debit and credit was 
opened with every proprietor, admitting of the prompt transfer of credits; and that these might 
be readily effected and accepted with safety, it was decreed that they should not be seized in 
execution for debt, nor be the subject of mortgage.’’—J/é7d, p. 74. 

This statement may not be strictly correct, in asserting that the enactment, that all payments 
not otherwise agreed should be made in bank, was the result of the use which the Government 
had made of the bank. This decree was the result of the efficiency of the bank, as long 
experienced and admitted, and of the confidence that both the people and the Government 
would derive great advantage from the measure. 

+ ‘It was established, by a solemn edict of the Republic, that all payments of merchandise 
in gross, and of bills of exchange, should be made only in bank; and that all debtors should 
carry their money to the bank, to receive credits in bank therefor; and_that creditors should 
receive payment in bank, by a similar transfer from their debtors. He who was creditor 
upon the books of the bank became debtor as soon as he had made his transfer, or payment, 
to another, who became creditor in his place. Thus the parties did but change their posi- 
tion without its being necessary to make any payment in money (réel et effectif).”’—Savery’s 
Dict. de Com., Art. “ Banque,” vol. 1, p. 277. 

‘By this means the Republic of Venice, without restricting the course of trade, became the 
mistress of the money of the people; and without being obliged to resort to extraordinary 
taxes to sustain the war against the Turks, so long protracted, it drew to the bank, and 
thence to the public treasury, the sums of which it had need, without resorting to loans, so 
often prejudicial to commerce. The credit granted by the Government on the books of the 
bank for this money continued to perform the same functions as the money, Although, for 
distinction, called imaginary money, it was equivalent to real money, since it had the same 
value. No one believed himself less rich from his money being all in the bank, because, with 
his credit in the bank, he could obtain money when he wished; whilst the Republic, from 
this bank and the credit which it had given it, drew effective succor for its wants, an aid 
which it never could have received by taxation.’”’—Par/fait Negogiant, vol. 1, p. 464. 
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fusion had prevailed, this introduced a uniform and, from 
long familiarity with the bank, an intelligible system. The 
endless diversity, and bad condition of the coins circulating 
in Venice were a sufficient recommendation of the new regu- 
lation to all who had not very special reasons, indeed, for 
disliking it. This measure at once created a great additional 
demand for the funds of the bank, and brought large sums 
into the public coffers. The Government, however, no longer 
paid interest for the sums received from the bank. The 
funds obtained in this way were brought to the bank for 
the payment of bills of exchange, and were paid in for that 
purpose, and not with a view to interest. The rapid succes- 
sion of payments occurring at a point where all the pay- 
ments of Venetian commerce were accomplished made the 
intervals, during which the funds remained in the hands of 
any one merchant, too short to make him solicitous about 
interest on balances or deposits. As all payments of the 
kind above designated were, by law, to be made in bank, 
unless otherwise agreed, and as that mode of payment was 
far more convenient, it became almost the exclusive usage of 
trade. All who had engagements to meet, found them in 
the bank; of course, all such provided the bank funds nec- 
essary to meet them, or carried to the bank the amount of 
coins requisite for the purpose. The Government continued 
to take all money paid in as a consideration for allowing an 
inscription on the books of the bank to the credit of the 
depositor. The sums which thus flowed through the bank 
into the treasury would, with the previous bank funds, make 
up the quantity needful for the convenient discharge of the 
commercial payments of Venice. As this amount fluctuated 
from year to year, and during each year, with the course of 
commerce, a very effective mode of accommodating the sup- 
ply of bank funds to the exigencies of the demand came 
obviously into use. When the payments in bank were heavy, 
and the bank funds in great demand, money flowed freely 
into bank, and the credits were proportionably increased. 
When an occasional demand for the precious metals arose, 
the holders of bank funds could readily dispose of them at 
a slight reduction for coins. The purchasers of bank funds 
were sure of meeting soon a demand for them; for the 
demand for a medium in which the ever-recurring payments 
of debts were made so much exceeded in intensity the occa- 
sional demand for specie for exportation, or any other use, 
that during the whole existence of the bank, with very slight 
exception, the bank fund was at a large premium over coins, 
so large that it was finally fixed by law at twenty per cent. 

The Republic could well afford to maintain a liberal pol- 
icy towards an institution so important, both as a fiscal and 
commercial agent. That the inhabitants of Venice were well 
satisfied, we cannot doubt, as not an objection was ever made 
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to the bank, at least none is extant; neither book, nor speech, 
nor pamphlet, have we found in which any merchant or 
dweller in Venice ever put forth any condemnation of its 
theory, or its practice. There was no hesitation in carrying 
money to the bank, so long as it was not doubted that bank 
funds would purchase specie without loss, whenever it might 
be needed; and the uniform premium of bank funds set- 
tled that point. Under such a system, the regular payments 
of trade would proceed with a rapidity and economy previ- 
ously unknown, so far as the history of commerce informs us. 
In this aspect, it deserves special examination. 

‘‘If Jean, Pierre, Claude and Jacques, and consecutively every inhabitant 
of the same town, had but one banker, who kept an account with each one 
of them in a register provided for the purpose, this banker could make all 
their reciprocal payments without moving a cent of their money, since it 
would suffice simply to write upon his register the receipt from one, and the 
payment by another; from which would result two things—they would avoid 
the trouble of receiving and counting money, and the expense of each having 
a cashier and book-keeper. 

‘Another respect in which the position of this banker would be advantage- 
ous to them would be, that he could put the money of all to good use, with- 
out diverting it from its proper destination, or interrupting the progress of 
their payments, which would be effected there by means of his books. And 
a third advantage would arise if this same banker would lend the money thus 
economized to his customers, by which they could augment their trade, both 
at home and abroad. 

“This is what the Republic of Venice happily accomplished by the estab- 
lishment of its bank, which became a perpetual banker for its inhabitants, 
It received from them the money previously employed in payment for merchan- 
dise in gross, and of bills of exchange; for, by public edict, all payments for 
merchandise in gross were to be made only in bank. All debtors were obliged, 
for this purpose, to carry their money to bank, and to receive credit therefor, 
and all creditors to receive payment there. Every payment was made by a 
simple transfer of a credit upon the books of the bank from one to another. 
He who was a creditor upon the book of the bank became debtor as soon as 
he had assigned to another, who thus became a creditor in his place; and so 
on, from one to another, the parties simply changing their position of debtor 
and creditor, without any necessity of a payment in money.” * 


If there were a thousand accounts opened in the bank by 
the chief men of trade in Venice they would be found to be 
all paying as well as receiving, and the sums to be paid 
would be mainly to each other. There would, therefore, be 
a vast sum in the aggregate, payable yearly by persons in 
Venice to persons in Venice. If the whole number of such 
persons be taken by conjecture, as above, at a thousand, 
then nearly the whole sum owing by all of them would be 
receivable by all of them. It would, to a large extent, be a 
mutual debt among the thousand, each one having to pay to 
others not far from the same amount he was to receive. If 
the whole sum to be paid and reeeived annually was a 
hundred and twenty millions, the monthly payment would be 
ten millions, and the daily over three hundred thousand. 

The amount of bank funds which would be sufficient to 


* Parfait Negogiant, vol. i, p. 643. 
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meet such a daily, monthly, or yearly aggregate, experience 
and time could alone fully teach. It would depend on the 
rapidity of the movement; on the regularity with which the 
paper matured; on the degree of confidence subsisting 
among the parties which would lead them to favor each 
other by short loans, from those who could spare for a brief 
time to those whose receipts did not, for the time, correspond 
with their payments. The whole fund in the bank would 
thus move in a circle among its customers, each one receiv- 
ing and paying yearly, according to the extent of his busi- 
ness. The fund would substantially remain, all the time, 
among the same persons, only varying in the distribution.* 

It is worthy of remark, that this very efficient mode of 
adjustment, discovered and used so largely at this early period 
in the history of commerce, was not dependent for its effi- 
cacy on the guarantee of the Republic. That guarantee 
sprung out of the mode in which the bank originated: this 
convenient method of liquidation sprung from the use of this 
new substitute for money. 

The facility of payment furnished by the bank, which 
made it the admiration of Europe, honorable at once to the 
Government and merchants of Venice, and a support to the 
pride and power of its people, consisted in substituting, as a 
medium of payment, the debt of the Republic for current 
coin. The coin in circulation in Venice was, in many respects, 
a nuisance of the most vexatious kind. It consisted not only 
of the variety which the many mints of Italy at all times 
afforded, but of that vastly increased variety which had accu- 
mulated from the coinage of more than a century. Besides 
this multiplicity of the new and old coins of Italy, was the 
coinage of many countries of the far East with which Venice 
carried on a vast commerce. To make all the payments of 
the domestic and foreign trade of Venice in these coins, of 
different degrees of purity, and many of them much deteri- 
orated by wear, required time, patience and skill, which but 
few merchants could adequately command.t+ The facility of- 
fered by the Government, through the bank, saved all this. 


* It was from this movement in a circle, the — of which was fully perceived in Venice, 


that the bank took the name by which it was long called in Europe, Banco del Giro. It was 
seen that each day’s business caused the transfer of a large amount of the bank credits, and a 
corresponding change of ownership; and that this change took place day after day, and yet, at 
the end of a year of these daily psec the whole credits belonged to nearly the same persons, 
though not perhaps in the same proportions. It was as if they were moving in a circle, of 
which each day was a step; but whether moving slow or fast, they could not go beyond the 
enclosure. It was well understood, too, in that day, that if coins had been employed in such an 
adjustment, they would have performed the same rotary movement, so far as they could be 
made to effect it. . , 
“Car sans debourser aucune somme, il s’y fait 4 toute heure des payemens pour les quels il 
ne faut que changer de nom des parties ; de sorte que les sommes y RouLent de /’un d l'autre 
sans sortie des coffres du Prince, que jouit de ce fond sans payer aucune intérét.”” . . - | 
“‘On V’appelle Banco del Giro i cause de tours perpetuels que l’argent y fait.—7raite Generale 
du Commerce, par S. Ricard, 1732, page 301. d 
+ With all the advantages of their bank, the Venetians were extremely careful to restrain 
abuses of their coinage. Their coins enjoyed a high reputation for purity throughout the 
world. They punished those who were guilty of infringing the laws for the protection of the 
coinage with whipping and other severe penalties. Persons were equally prohibited frem pay- 
ing or receiving coins at a rate more or less than the nominal value. No doubt one effect of 
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The Government took the coins one time for all, giving 
therefor a corresponding credit in the bank; and allowed 
the depositor or lender to transfer this credit claim upon the 
republic in payment of his debt, in place of transferring or 
paying over the coin in each payment. Whatever men can 
employ in payment of debts, they will be willing to receive 
in payment, and this independent of any legal compulsion. 

Experience soon evinced the power and convenience of this 
mode of payment. These bank credits were divisible to every 
desirable degree, and they could be transferred with a readi- 
ness, speed and safety, beyond all comparison, superior to 
any mode of paying in coin. The same sum or credit might 
be kept in such rapid circulation, as to effect an amount of 
payments, in a specified time, far beyond any possible move- 
ment of coin. This rapidity became a great economy, for a 
much less sum of credits was made to effect a given amount 
of payments with far greater speed than could have been 
attained with coin. But this economy, resulting from in- 
creased speed and power of circulation, was still more im- 
portant, arising from the fact that the coins which were de- 
posited as the basis of the credit were very soon again 
restored to the usual channels of circulation by the payments 
of Government. Thus the coin was not withdrawn from its 
proper functions, and the credits remained a perpetual fund, 
to be employed in large payments. This system of pay- 
ments was so well adapted to the exigencies of commerce 
that it was maintained in full vigor, in the great commer- 
cial city of Venice, for almost four hundred years. It was 
an institution or device of the credit system, for by its aid 
payments were effected, and that to a vast amount annually, 
without any use of coins or bullion. It only perished when 
the city itself fell, at the conquest of Italy by Napoleon; 
but the conqueror carried off no coin, no penny of prey. 
The credits of the bank were crushed under the rude touch 
of an invading foe. They were lost to the proprietor, but 


this strictness was to promote payments in the bank in a fund which the mischiefs of coinage 
could not reach. 

Foreign coins were only allowed to be introduced into the city under very special regulations. 
Dealing in coins by private or public banks was prohibited under severe penalties. All coins to 
be changed or atl, were to be carried to an office opened for the purpose, at the mint; the 
determination of the authorities being to protect the mass of the people from all the evil prac- 
tices of dealers in coins. All contracts made payable in coins were to be at the rate named in 
the law. Every tradesman or laborer indnead a compelied to take any coin otherwise than at 
the legal rate, was enjoined to make known the facts to a court of justice, and exhibit the 
money paid to him; upon which the party paying him this money was not only compelled to 
give him legal money, but to pay him also twenty-five ducats of a fine. 

_ Every person carrying money into Venice was obliged to submit it to the inspection of a pub- 
lic officer at the mint. Any failure to comply with this involved a forfeiture of the coins so 
introduced into the country. 

Officers from the mint were required to pass daily thorugh the city, visiting, especially, places 
of dealing, to give information, to detect offenders, and to see the kind of coins in circulation. 
These officers were not permitted to receive compensation of any kind, but were to render their 
services free to the people. 

These regulations were printed, and fixed in conspicuous places throughout the city. Inform- 
ers were not only encouraged, and their names kept secret, but, in many instances, they were 
largely compensated out of the pockets of the offenders. The severity of these laws is such, 
in fact, that it is difficult to imagine what could have been the extent of the abuses which made 
them necessary. For full details, see Marferger on Banks, pp. 180 to 189, 4to; Berschreibung 
der Banquen, von P. ¥. Marperger, Leipsic, 1717. 
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no equivalent passed into the hands of the destroyers. If 
the holders of these credits suffered, the invaders were not 
enriched. In assuming the Sovereignty of Venice, the con- 
queror assumed the right and the duty of making good 
these bank credits. 

In some respects, these bank credits of Venice approxi- 
mated to the power and convenience of the bank deposits 
of our day; and, but for certain regulations, they might 
have been fully as efficient. Some of: these regulations will 
be noticed as we proceed. 

Experience finally dictated that the convenience of mer- 
chants required a facility, in certain transactions, which the 
bank as constituted did not afford. This was simply a place 
of deposit—a bank, or office, in which coins or bullion could 
be deposited in safety, with the right of withdrawal at 
pleasure, or of transferring the ownership, if desirable. To 
meet this requirement, the Government established such an 
institution as a second or codrdinate department of.the bank. 
It was provided that money should be received and credited, 
on the books of this office, to the depositor. This measure 
was completely successful. The republic having previously 
kept good faith with its citizens, they did not doubt that the 
plan of the new establishment would be carried out with 
equal fidelity.* 

Those who received money for which they had no imme- 
diate use, and foreign merchants making purchases in Venice 
to carry to their own country, could thus deposit their coins 
in a safe place, and wait till the course of business determ- 
ined what mode of disposition would be most beneficial or 
convenient. Such depositors could not only withdraw their 
deposit, but could transfer the right to withdraw it, or its 
equivalent in other coins; so that the funds of this deposit 
branch were always liable to be withdrawn. It became, of 
course, the depository for that large amount of money which, 
in every commercial community, must be kept ready for any 
occasion which the fluctuations of business, or public affairs, 
might disclose. Those even who had bills to pay with their 
money in a short time, making it necessary to carry it into 
that ancient branch of the bank, from whence it would pass 
into the public treasury, might prefer retaining it in their 
power until their payments matured. The convenience of 
this depository would lead, no doubt, to making many bills 
of exchange, and other liabilities, payable in coin, which had 
for a long time, under the law and usages of commerce, 
been payable in bank funds. Parties contracting previously 
having the privilege of making debts payable, by so express- 
ing the contract, in coins, preferred omitting that stipulation, 

* “ The necessity which existed, of making occasional payments in money, gave rise to the 
opening of a cash office (Caisse de Comptant) for those who wished to be paid in coins. 


Experience proved that this measure did not cause any sensible diminution in the funds of the 
bank.” —Dict. de Com., par Savary, Article ‘‘ Banque,’’ p. 276. 
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as the mode of paying in bank funds was the most advan- 
tageous and convenient. But, under the regulation of the 
new depository, the convenience became equal in each 
department, and other considerations would determine the 
choice. The success of this depository did not check the 
flow of money into the public coffers, as the demand had 
always been greater than the supply of bank funds, and, 
therefore, caused no complaint nor disappointment on that 
ground. It was perfectly apparent that the bank, by this 
addition, had become a vastly more efficient and useful 
institution; and the whole policy of the republic shows that 
the importance of a steadfast and firm support of the bank 
was perfectly understood. A large amount of specie rapidly 
accumulated in the depository, which was transferred on its 
books from one person to another, in the same mode as in 
the other departments of the bank. It was, therefore, made 
to perform the adjustments of commerce, so far as applicable, 
as efficiently as the other, while the fund was constantly at 
the disposition of its owners. It bore no interest, and was 
therefore only profitable by the intermediate use thus made 
of it. The advantage to the holders was, that while they 
could dispense with keeping coins for occasional employment 
as such, they could be made available for current payments 
in the new depository. Of course the amount thus kept 
would be small, in comparison with that fund which would 
be employed exclusively in effecting the ever-recurring pay- 
ments of the great mass of liabilities constantly in course of 
liquidation. It would also be exceedingly fluctuating, because 
it would correspond with the changes of trade in each year, 
and from year to year. In these respects it would simply 
keep pace with the exigencies of commerce; no external 
force or power would restrain its limits at one time, and 
unduly extend them at another. It would be perfectly elastic 
and impressible to the movements of trade. None of the 
mischances of commerce could be charged to it, for it simply 
performed the duty of a depository, and permitted a change 
of ownership of the sums deposited to any extent desired. 
It was a servant, not a master. Bound by certain rules, from 
which it dare not swerve, it exercised no discretion. 

It was found, in process of time, that although the amount 
of the deposit thus made fluctuated largely, yet a great sum 
remained unmoved by any emergency of business. This was, 
in part, taken by the Government on occasions of pressing 
need.* On two occasions this cash office suspended payments; 
and on one of these the suspension was continued for several 

* “Tts credit was so fully established in the end, that although it was well known that the 
Government had withdrawn a portion of the funds of the cash office upon two occasions of great 
public necessity, — which this department of the bank suspended payments (in 1600 and 
rT): and although these suspensions were unexpectedly prolonged, the funds of neither branch 
suffered serious or general discredit. The confidence that the Republic would make all right, 


was unshaken. It was believed, too, that the Government would at all times take these credits 
for anything due to the public treasury.”’—Daru. Hist. de Venice, vol. iii, p. 74. 
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years ; yet such was the confidence in the Government, and 
so accustomed were the peuple to the operations of the older 
branch, that the transfers of these removed deposits pro- 
ceeded, during the suspension, as if the specie were still 
present,* the Government receiving them in all payments to 
it; so that during the period of the suspension, the two 
departments of the bank were resolved into one, as to their 
mode of operation, the fund in each being equally a public 
debt, but not of equal value, for the old bank credits main- 
tained their advantage in that respect under all changes. 
The Government seized the first opportunity of enabling the 
cash office to resume its payments, and the whole current of 
this department of the bank fell into its appropriate channels. 

The original capital, or subscription, which constituted the 
bank, is stated to have been 2,000,000 of ducats. In the 
middle of the eighteenth century, the amount was estimated 
at 5,000,000; and towards the end of that century, at the 
close of its long and successful career of five hundred years, 
at 14,000,000 or 15,000,000. 

We have no means of determining the actual efficiency of 
the fund thus employed in the payments of Venice. There 
does not appear in the notices of the bank left to us, any 
limitation to the circulation or transfers of the credits on its 
books. Every precaution, apparently, was taken to prevent 
mistakes ; and every transfer made by the clerks of the bank, 
in the presence of the parties, or their agents duly author- 
ized, bore on its face the nature of the transaction.{ No 
receipt or voucher was necessary, when a payment was 
made in bank, as the transfer in payment was regarded as 
the best evidence, being sufficiently explanatory to show the 
actual nature and occasion of the payment. It is not improb- 
able that the whole fund of the bank performed payments 
in the aggregate annually to five hundred, and perhaps, a 
thousand-fold the amount. 

It does not appear that any tax was imposed upon these 
bank credits, except a collateral inheritance tax of ten per 
cent., when the funds of the bank descended, or were devised 

* “During the progress of the war against the Turks, the Republic having exhausted its 
treasury, was constrained to suspend payments at this cash-office, which caused some diminu- 
tion of the credit of the bank; nevertheless it did not interrupt its regular business. All the 
evil which it produced was, that those who were afraid resorted to persons who relieved them 
by giving them ready money for their bank credits, at ten or fifteen per cent. discount. Several 
years afterwards the Republic, upon occasion of a new coinage, returned the money to the cash- 
office, and restored it to its full functions and high place in public opinion. The credits of this 
—_ were soon again at par with the precious metals, and so remained.’’—Paz/ait Nego¢iant, 
vol. 1, p. 464. 

+ Histoire de Venice, par Daru, vol. iii, p. 75. 

t The mode of making the bank transfers, and specimens of the forms of entries, may be seett 
in Postlethwaite’s Dictionary, Art. ‘* Venice,’’ and in the Encyclopadia een TS Com- 
merce, vol. i, Art. “ Banque.” The alphabet was subdivided, and each person applied to the 
book-keeper to whose subdivision the letters of his name assigned him. Every subdivision had 
two clerks, by whom all transfers and entries were made. The party making a transfer 
appeared before these two clerks, and dictated the entry or transfer to be made, and both clerks 
wrote in separate books from that dictation. The entry specified what was paid, whether a bill 
of exchange, or balance of account, etc., and if a bill, where drawn, or in some way designated 


the bill. This made the entries on the books of the bank good evidence for all payments and 
safe vouchers. 
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by a deceased proprietor, to collateral heirs; and a forfeiture, 
or escheat to the State, of such deposits or funds as belonged 
to proprietors deceased intestate without heirs. Both these 
were discontinued as soon as the necessities of the public 
treasury permitted. 

The Bank of Venice enjoyed a reputation throughout the 
commercial world, which greatly promoted the success of 
Venetian trade. It was a tower of financial strength to the 
Republic in her long and expensive wars, and of course con- 
tributed no small share to the celebrity of the city, as well 
as to its power and wealth. That the advantage of such an 
institution to commerce was early and fully comprehended by 
the Venetian merchants is evident from the fact, that those 
engaged in the Eastern trade established a bank in Damas- 
cus, of which we only know that it was the repository of 
great treasure when that city was taken and pillaged by an 
Eastern conqueror, early in the fifteenth century. 

“This bank was established on such judicious principles, 
and has been conducted, through the revolution of many 
centuries, with such prudence, that though the Government 
have twice, since its establishment, made free with its funds, 
its credit has remained inviolate and unimpeached.”* This, 
from the Annals of Commerce, is one of many loose and imper- 
fect accounts of the Bank of Venice which have long been 
in circulation, transferred from one’ work to another, varied 
and mingled, until it has become a complicated task to extri- 
cate the true from the false. One of the more recent of 
these statements we give entire from the London L£ucyclopedia, 
as it furnishes occasion to correct some errors. 

“The original subscription fund of the Bank of Venice 
was 2,000,000 Venetian ducats, equal to £ 433,333; but by a 
solemn edict of the Senate, the whole trading community of 
the Republic were compelled to deposit their money in bank, 
with which a credit was opened equal to the deposit made, 
which could only be made available for transfer; so that not 
only the subscribed capital, but also the aggregate amount of 
deposits, resolved themselves into a national debt. 

“Whether the transfers at the bank, in the early period of 
its establishment, required personal attendance, as is the 
case of transferring the national debt-stock at the Bank of 
England in the present day, or whether effected on written 
orders corresponding to the checks in the present English 
practice of banking, does not appear; but be that as it 
might, derangements in the social economy of the State 
ensued; the agio, or difference between the current money 
and transferable amounts at the bank, attained the rate of 
thirty per cent. Yet such was the insidious and _illusive 
* McPherson’s Annals of Commerce, vol. i, p. 341. It was a part of the fund of the cash- 
office, which was, upon emergency, taken by the Government for public use, and subsequently 


restored. In the mean time, the transfers of the office proceeded as if the specie was still in its 
vaults. The confidence of the people seems not to have been impaired. 
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nature of the bank system, that the bank increased in popu- 
larity in proportion to the extent of the derangement that 
ensued ; the inconvenience frequently occasioned in the minor 
transactions of commerce, as well as on occasions of citizens 
or strangers requiring money to defray the expenses of for- 
eign journeys, led, in the course of time, to the bank paying 
out money. Yet such was the influx of money, which the 
crusading armaments brought from all parts of Western 
Europe, that after the system of making payments in money 
was practiced, the deposits always exceeded the demands. At 
a later period, when the Venetians themselves turned cru- 
saders against the Turks, the subscription fund of the bank 
was increased to 5,000,000 of ducats, the whole of which was 
made use of by the Senate to aid them in their operations 
of warfare; and, as previously stated, throughout the whole 
period of its career, it was made an instrument of aggression 
in aid of political aggrandisement ; yet such was the fortuity 
of circumstances, and for several centuries having no rivalry, 
its integrity does not appear to have been questioned ; the 
derangements occasioned by the fluctuation of the agio led 
ultimately to an edict of the Senate, fixing it at twenty per 
cent., at which rate it continued up to the period of the 
extinction of the Republic, in 1797.’* 

It is very clear that the writer did not go far for his 
information. There is no doubt that the rule of the bank 
required the presence of the party transferring, either in per- 
son or by attorney; and this was carried so far, that no 
endorsed bills of exchange were permitted. The payee, or 
his attorney, could alone receive payment. 

The assertion that the whole trading community was com- 
pelled to deposit their money in the bank is a great mis- 
take. After the bank had been in operation more than two 
centuries, it was ordered that all bills of exchange, and all 
payments in gross, where parties had not otherwise stipu- 
lated, should be paid in bank. The only articles to be 
exclusively paid for in bank funds were oi/ and guwicksilver. 
The rule that bills of exchange, not otherwise expressed, 
should be thus paid was, no doubt, complied with, because 
both convenience and interest dictated it; but as cash pay- 
ments for merchandise would be made when the contract 
was made, the payment would be in bank or other funds, as 
the convenience of the moment might suggest. 

It was a great mistake, also, to state “that derangements 
in the social economy of the State soon ensued; the agio, or 
difference between the current money and_ transferable 
amount at the bank, attained to thirty per cent.” The im- 
pression is created here, that derangements in the social 
* London Encyclopedia, ‘‘ Art. Bank.” aus est ab hoste laudari. It is apparent that 
the encyclopedist knew very little about the Bank of Venice, and that he had not taken 


the pains to digest what he did know. He had no conception of it as a system, nor of its 
efficiency as a mode of payment. 
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economy were caused by the peculiar constitution of the 
bank, and that the agio of thirty per cent. was unfavorable 
to the bank; neither of which was the case. There is no 
evidence extant that the Bank of Venice ever caused any de- 
rangements of the social economy. The voice of the best 
authorities is all the other way. The bank was an advantage 
to Venice—never questioned by those familiar with its usages. 
The agio, instead of being against the bank, was in its favor, 
its funds rose to thirty per cent. premium over the current 
coins, and continued to fluctuate near this high rate, until 
the Government, by decree, limited the premium to twenty 
per cent., at which it continued permanently fixed so long as 
the bank existed. The ground of this agio is not adequately 
explained by any one, and was probably inexplicable to the 
encyclopzedist, who evidently looked upon the institution with 
no friendly eye. 

The unit of the money of account of the bank was the 
ducat. A gold coin of that name had long enjoyed, in 
Venice, an exemption from the changes so frequent then in 
coins, and had been held in high repute, far and wide, for 
its purity. In the money of account formed upon that coin 
were the books of the bank kept. It was said, by some, 
that the agio arose in part from the superiority of Venetian 
ducats to other current coins. But as it was perfectly under- 
stood that no coins passed, neither any right to any, on a 
transfer in the bank, it is impossible to attribute the agio to 
any such consideration. It is true, however, that the nuisance 
of multiplied coinage has for centuries been exhibited in 
Italy in its worst aspect; and the evil was aggravated in 
Venice by a large admixture of coins which her widely- 
spread commerce brought from all the world. In Italy, the 
perplexity caused by multiplicity of coins and moneys of 
account, as already noticed, reached an alarming extent. In 
the same city, frequently, there existed among merchants quite 
a diversity in the moneys of account. It required a person 
specially skilled to tell the value or price of the various coins 
passing in trade, expressed frequently in different moneys of 
account. In some instances, special moneys of account were 
appropriated to special coins, or special commodities. 

Any method which offered an escape frem such intricacies, 
from employing such coins, from the danger of taking coun- 
terfeits, and from the risk of keeping money on hand for 
large payments, could not but be regarded with continued 
favor. Even at this day, the evils of an over-multiplied coin- 
age press with great severity upon the people of Italy. Large 
quantities of coins lie, like bullion, in the coffers of the 
bankers; and when it is necessary to dispose of them in bulk, 
a close and tedious inspection becomes necessary. In a hun- 
dred coins, no five may be found alike. This mischief existed 
in full force in Venice, and had its due share, no doubt, in 
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creating the agio. It is far from adequate, however, to account 
for the agio of thirty per cent. mentioned above, or the 
twenty per cent. fixed by law, much less an additional agio, 
to be mentioned hereafter. 

To comprehend this extraordinary fact of a credit on the 
books of a bank, with no money in its vaults, and not bound 
to make that credit good in later times even by the payment 
of the interest, or to redeem it in any way, having been for 
hundreds of years at a high premium over gold and silver, 
we need only remember that these credits were the funds in 
which debts were chiefly paid. If credits had been converti- 
ble at will into the precious metals, the agio could never have 
originated, much less attained so high a point; for the 
moment the holders of credits advanced the price, specie, if 
a legal tender, would have become the medium of payment, 
as the cheaper medium. In a commercial community like 
Venice, as elsewhere, large transactions were nearly all done 
upon credit. The chief use for money, or bank credits, was 
not in the purchase of commodities, but in the payment of 
debts incurred for goods purchased upon credit, or on time. 
When the Republic decreed, in 1423, that bills of exchange 
and other large payments, should be paid in bank, unless the 
parties had otherwise stipulated, it introduced the usage of 
making nearly all payments there, because parties preferred 
receiving payments in bank, and in the fund in which they 
had to pay their debts. There was then probably ten times 
more demand for bank credits than for coins, which were 
only required for export, for the retail trade, and for other 
special but limited uses. The necessity of punctually meet- 
ing all commercial engagements was not less in Venice than 
in New York or Philadelphia. Failure to pay was ruin. The 
merchant in good credit might purchase at his pleasure upon 
deferred payments; but the day of payment must arrive, and 
with it the unavoidable necessity of meeting these liabilities, 
however thoughtlessly incurred. To this compulsion no resist- 
ance could be offered; from this obligation of mercantile 
punctuality there could be no escape, no evasion. Doubtless 
merchants in those days pushed their credit as in later times, 
and found days of payment days of struggle, anxiety and 
difficulty, as merchants do now. Bank credits, by the law of 
the land and their own arrangements, being the only funds 
in which these constantly maturing and constantly pressing 
debts could be paid, were in a demand proportioned to this 
urgency. If the same mode of adjusting debts were resorted 
to now, the result would be, that inconvertible bank credits 
would go frequently to a high premium over gold and silver. 
If any one doubt this, let them attempt a solution of the 
question, Why is it that our gold and silver coins, and bank 
notes convertible into them, remain at par, having no greater 
purchasing power when interest is at two or three per cent. 
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per month, than when it is at half per cent.? It is the 
demand for money to pay debts which thus advances inter- 
est; and this does not affect the value of coins or bank notes 
in circulation, because they are not available in the large 
payments of commerce. It is that fund which circulates in 
our banks as “deposits,” which actually attains the highest 
rates of interest. This is the fund in which debts are paid, 
and the daily employment of this fund is an hundred-fold 
the extent of any use of bank notes or coins. It is upon 
this principle that we explain the agio of bank credits at 
Venice over the current money. 

No doubt this premium created surprise, and many, per- 
haps, looked upon it as unjust; but it was the result of the 
merchants’ own movements. The Government did not cause 
it, nor did the banks. It was, therefore, acquiesced in by 
the merchants as a result of their own acts in their own bus- 
iness. The Government, so far from producing, attempted to 
limit it to twenty per cent., an attempt which was rendered 
wholly abortive by the introduction of a sur agio, or super- 
premium, calculated upon the agio and the original sum 
together. This additional premium ranged at from twenty 
to thirty per cent. for a long period, and exhibited in its 
fluctuations partly the pressure for money to pay debts, and 
partly the current value of the coins which were offered in 
exchange for bank credits. 

The precautions against mistakes and frauds enforced by 
the Government of Venice in the affairs of the bank, far 
exceed any required by the authorities of the present time, 
jealous as they are of banks. Not only, as we have seen, was 
every transfer made in the presence of two bookkeepers, who 
were required to keep separate sets of books, but the bank 
was shut one day in each week; and four times in a year, 
each time twenty days. This was to balance and thoroughly 
supervise the books. During the period when the bank was 
thus shut, no bill payable in it matured, or, rather, none 
could be protested until six days after the opening, six days 
being the grace allowed on bills in Venice. A custom 
obtained among merchants, and others, of writing off or 
transferring bank credits in blank during the time when the 
bank was closed. The entries intended to be placed on the 
books of the bank at the opening were made by the parties 
upon books mutually exchanged, or left in the hands of a 
broker, proper authority being given to make the entries, and 
the arrangement was completed, except the formal execution 
on the books of the bank. No doubt this facility was con- 
fined to those who entertained for each other great mutual 
confidence ; it may have led to many transfers of the same 
sum whilst the books were closed, and thus in part have com- 
pensated the injury to business caused by shutting the bank. 

The great feature of the Bank of Venice—that which 
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required all bills of exchange payable in that great commer- 
cial city to be paid at the bank—appeared at first blush to 
be an arbitrary requirement, if not a most unjust one. It 
was giving a forced currency to the bank deposits, consisting 
merely of debts due by the Government. It was soon found, 
however, to work so well in practice, that it brought an 
immense accession of business to the city, and to the bank. 
Bills of exchange became of increased use in all the neigh- 
boring commerce, and a vast concentration of payments took 
place at Venice, and. in the bank. This increase enlarged 
the capital of the bank. The money brought in to pay bills 
was taken by the Government as fast as it was _ received, 
until the amount of the deposit, or debt of the State, was 
adequate, by rapid circulation, to the current payments of 
commerce. This made the bank a great clearing house, or 
place of adjustment, for merchants of many countries. Ven- 
ice was for centuries the greatest entrepOt of commerce in 
Europe, if not in the world. The chief payments or liqui- 
dations of this trade were effected at the bank. As is the 
case in many great commercial cities of the present day, 
payments to a great amount were thus effected at Venice 
upon transactions which had occurred elsewhere. It was 
found, therefore, then as now in regard to London, Paris, 
Hamburg and New York, that it was convenient and of 
advantage to have funds in Venice. The payment of bills 
required daily such a large sum, that the demand for funds 
for that purpose was always very great ; and where everybody 
wanted funds, everybody sent them. 

The bank became, then, a place of liquidation; merchants 
made their bills payable at the point where there was the 
greatest concentration of means to pay them, and where it 
was most for their advantage to receive payment. Those who 
had occasion for gold or silver, purchased with these deposits 
what was required; and, with slight exception, for more than 
four hundred years the precious metals were at a discount, 
compared with the bank funds—the demand for that which 
would pay bills of exchange being greater than for gold or 
silver for any special use to which they could be applied. 
The great mass of the purchases of commerce was made, in 
the first instance, by bills of exchange; and the great oper- 
ation of payments consisted in liquidating these bills. The 
demand, therefore, for the deposits in which they were paid 
Was as incessant as the movement of commerce itself. These 
bank deposits circulated on the books of the bank, therefore, 
precisely in accordance with the movements of trade; and 
the customers of the bank thus applied these credits, or the 
debts due to them, to the discharge of the debts they owed. 
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_SILVER IN FRANCE AND GERMANY. 


The common estimate of the amount of silver coined money in 
France has been $400,000,000; some advocates of a gold standard 
have estimated it at much less. Victor Bonnet, for example, esti- 
mated it three or four years ago as low as 1,200 million francs, or 
$ 225,000,000. 

M. Leon Say, at the recent monetary conference, gave the amount 
as two and a half milliards of francs, or $ 469,000,000. 

These increased estimates have doubtless arisen in part from the 
increased flow of silver into the Bank of France, where the metallic 
reserve consisted on the 25th of last July of 1,182 millions of francs 
in gold and of 982 millions in silver. The proportion of silver is 
said by Bonnet to be still increasing. In a recent paper on the 
subject, he says: 

“This stock of silver is very injurious to the Bank; it can make 
no use of it; the large silver pieces return the moment they are 
issued; they only increase.” 

To the argument of M. Leon Say and others, that France cannot 
dispose of such a mass of silver without an enormous loss, Bonnet 
replies by the prediction that the loss in selling it will be greater 
hereafter than it is now. This, however, is no answer to those who 
say that France should never sell it, but retain it always as money. 

The official estimate of the amount of the old German silver 
coinage, remaining January 1, 1878, to be withdrawn and sold, was 
$98,000,000, reduced since, perhaps, to $75,000,000, Of that amount, 
$50,000,000 would be absorbed in an addition to the new subsidi- 
ary coinage, if the amount of that coinage, fixed now at ten marks 
per head, should be enlarged to fifteen marks, as proposed by the 
executive government nearly two years ago. The idea of enlarging 
the subsidiary coinage, to some extent at least, is now being actively 
agitated in Germany. A correspondent of the Mining Record of 
this city, quotes the following from the Berlin 7Zrzbune of August 
21:—“One of the peculiarities which appear to everybody is the ex- 
traordinary scarcity of silver money, and this scarcity becomes more 
apparent, the’ more thaler pieces, withal the most popular silver 
money existing, are withdrawn from circulation. The five-marks 
pieces, of which so far 71,652,416 marks have been coined, appear 
to be absorbed by the peasantry as fast as issued, and in the same 
way the two-marks pieces disappear, We hear through the Berlin 
Borsenzettung, that the government proposes to increase the silver 
coinage materially.” 

The correspondent of the Mzning Record gives also the following 
extract of the letter from Germany forwarding the article from the 
Berlin 7rzbune: 

“TI hear that the government, without altering its policy as to 
the gold standard, intends to coin more silver two-marks pieces 
and to propose the coinage of a silver Reichsthaler of four marks, 
thereby utilizing the majority of the old thalers still to be witk- 
drawn. Serious doubts are arising, in competent quarters, as to the 
advisability of forcing further sales of silver.” 

As the German government makes a profit in converting the old 
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silver coins into the new subsidiary, whereas it loses largely in sell- 
ing silver at the present gold price of silver, it has a decided in- 
ducement to issue as many subsidiary coins as the channels of cir- 
culation will absorb. And the force of this inducement will be the 
stronger, inasmuch as-German revenues have so fallen off as to 
leave an embarrassing deficit, requiring either an addition to the 
public debt, or a disagreeable imposition of new taxes. 


DISPLACEMENT OF BANK-NOTES BY GREENBACKS, 


The proposition to close up the National banks and to substitute 
for their circulation a Government currency is thus rebutted by the 
Hon. John Coburn, of Indiana, in a recent speech at Noblesville in 
that State: 

“It is urged . . . . . . . that we must destroy the National 
banks, and issue in lieu of their notes greenbacks. To do this 
would very greatly unsettle business, would compel the banks to close 
up their present business very largely, would bring about a calling in 
and stopping of loans, would possibly bring upon the country a 
panic and the most fatal derangement of business. The deposits in 
these banks will average double the amount of their circulation, and 
their loans cover as great an amount. Unsettle all this, and require 
the banks to redeem their bonds and quit business, and no one can 
guess at the result. No experiment could be more dangerous. It is 
said that the National banks derive a double advantage from their 
bonds and notes, receiving interest on both, and so enjoy an unusual 
monopoly, which ought to be destroyed. Now, is there anything in 
this? In the first place, what is the object of the deposit of bonds in 
the Treasury of the United States? It is to secure the bill-holder, the 
people who use the currency, and it is for nothing else. The banker 
only does it upon compulsion, because the. law requires it to be done 
before he gets his circulation. Suppose the banker was required to 
keep the bonds on deposit in his own bank, and to exhibit them 
on demand to any Government inspector, would the case be differ- 
ent? The only difference would be that the security would not be 
quite as good as it is now. He pays his money for these bonds, 
and he has a right to the interest on them. This is a fair trans- 
action. But then he gets the National-bank notes for ninety per 
cent. of these bonds, and there’s the rub. He can lend the notes 
and get double the interest. But suppose instead of National-bank 
notes, he issued his own notes from a private bank, such as we had 
before the war, would he not then get his interest both on the bonds 
and on the notes? Would he not, as he did then, issue three for 
one, and put out, instead of ninety cents to the dollar, $3 to $1? 
At all events, he would get interest on the bonds and on the notes 
just as he does now, and his notes would have but a local credit 
and inferior security—a security that the banker could pick up and 
run away with any day and thus utterly destroy the value of the 
notes. Suppose, instead of a banker issuing his circulation upon the 
security of his bonds, he issues them upon the credit of his real 
estate, his farms and his city property. Would it be wrong for him 
to collect the rents of this real estate, and also collect interest on 
the money—the circulation he loaned? And now, everybody knows 
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that a banker, to inspire confidence, must have property of some 
kind, land or money or bonds or buildings. What harm is there in 
that? One would think, free from prejudice, that the more land, 
the more bonds, the more money he had, the better for the note- 
holders, the better for the people. The fact that they are Govern- 
ment bonds does not alter the case. The Government must pay 
interest on all its outstanding bonds, and pays the same rate to the 
banker it does to the farmer or the laborer—not a cent more. But it 
is said why not let the Government furnish the currency, and so save 
the interest entirely? This looks plausible at the start, but must not 
the Government have some security for the bill-holder as well as the 
individual? Must not the Government have on hand some coin 
with which to redeem these notes, and will not this be a sum equiva- 
lent to the notes? And so there will lie idle in the Treasury an 
amount of coin which should bring interest, and which the Govern- 
ment loses, just exactly as great as the interest on the bonds, un- 
less the Government issues what is called fiat money and refuses to 
redeem it for evermore. The only way in which you can have 
cheaper money than National-bank notes is to issue fiat money. 
Greenbacks, legal tenders, promising-to-pay dollars will not answer. 
But after all that is said of the large amount of notes which the 
banker obtains to lend, the law requires him to keep a reserve in 
his vaults of from fifteen to twenty-five per cent. for redemption. 
He gets a circulation of from sixty to seventy-five per cent. of the 
face of his bonds that he can use. Many sagacious bankers on this 
account will have nothing to do with National banks. Let it be 
remembered that greenbacks bear no taxes and National-bank stock 
pays many millions.” 


PRESIDENT HAYES ON THE FINANCES. 


On the occasion of a visit to the State Fair at St. Paul, Minnesota, on Sep- 
tember 5th, President Hayes delivered an address upon the financial condition 
of the Government. This address presents so condensed, and yet so complete, 
a statement of monetary movements, that we place it on record for future 
reference. Omitting the introductory remarks, the address is as follows : 


The most interesting questions in public affairs, which now engage the atten- 
tion of the people of the United States, are those which relate to the financial 
condition of the country. Since the financial panic and collapse five years ago, 
capital and labor and business capacity have found it hard to get profitable 
employment. We have had what is commonly and properly known as hard 
times. In such times men naturally ask, What can be done? How long is 
this stagnation of business to last? Are there any facts which indicate an early 
return to better times? I wish to ask your attention for a few minutes while I 
present some facts and figures which show a progressive improvement in the 
financial condition of the General Government. It will be for you to consider 
what inferences may fairly be drawn as to their bearing on the question of a 
revival of business prosperity throughout the country. : 

The financial condition of the Government of the United States is shown by 
its debt, its receipts and expenditures, the currency, and the state of trade with 
foreign countries. Let us consider the present state of the public debt. The 
ascertained debt reached its highest point soon after the close of the war, in 
August, 1865, and amounted to $ 2,757,689,571.43. In addition to this, it was 
estimated that there were enough unadjusted claims against the Government of 
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unquestioned validity, to swell the total debt to $ 3,000,000,000. How to deal 
with this great burden was one of the gravest questions which pressed for 
decision as a result of the war. It will be remembered that in important 
speeches, and in the public press, the opinion was confidently declared that the 
debt could never be paid; that great nations never did pay their war debts; 
that our debt would be like that of England—permanent, and a burden upon 
ourselves and our posterity for all time. Some advocated and many feared 
repudiation. There were those also who thought a National debt was a 
National blessing. Fortunately, however, the eminent gentleman at the head of 
the Treasury, Mr. Hugh McCulloch, did not hold these views. He believed, 
and the people believed, that the debt was not a blessing, but a burden, and 
that it ought to be and could be honestly paid. The policy adopted was to 
reduce the debt, and thereby strengthen the public credit, so as to refund the 
debt at lower rates of interest. 

And now I give you the results. The debt has been reduced until now it is 
only $ 2,035,580, 324.85. This is a reduction, as compared with the ascertained 
debt thirteen years ago, of $722,109,246.58. More than one-fourth of the debt 
has been paid off in thirteen years. If we compare the present debt with the 
actual debt thirteen years ago—placing the actual debt at $ 3,000,co0,ooo—the 
reduction amounts to about $ 1,000,000,000, or one-third of the total debt. 
Thus it has been demonstrated that the United States can and will pay the 
National debt. : 


THE ANNUAL INTEREST REDUCED. 


Encouraging as are these facts, they do not fully show the progress made in 
relieving the country from the burden of its war debt. All who have to borrow 
money to carry debts know the importance of the question of interest. The 
total amount of interest-bearing debt at the time it reached its highest point, 
the 31st of August, 1865, was as follows : 


Four-per-cent. bonds $618,127 98 
Five-per-cent. bonds 269,175,727 65 
Six-per-cent. bonds 1,064,712,279 33 
7 3-10 United States notes 830,000,000 00 
Compound-interest notes, 6 per cent 217,024,160 00 


Total interest-bearing debt $ 2,381, 530,294 96 
The total annual interest charge amounted to. 150,977,697 84 


This was an oppressive burden. For interest alone we were paying more 
than double the total current expenses of the Government in any year of peace 
prior to the war for. the Union. With such a burden for interest, it is not 
strange that many believed that the debt could never be paid. But, as we 
have seen, a better opinion prevailed. Those who believed that by strengthen- 
ing the National credit, the rates of interest might be reduced, were sustained 
by the public judgment, The ability and the purpose to pay the debt accord- 
ing to its letter and spirit, were demonstrated. It was seen that the successful 
management of the debt depended on the rates of interest to be paid; that a 
reduction of one per cent. on our whole interest-bearing debt would be a yearly 
saving in interest of over $20,000,000; that a reduction of two per cent. in the 
rate of interest would save to the country over $40,000,000, which is the 
interest at four per cent. on $ 1,000,000,000. 

The policy of reducing the debt and thereby strengthening the public credit, 
having been adopted, let us observe the result in the present condition of the 
public debt, with respect to interest. The total interest-bearing debt, August 
1, 1878, was as follows : 


Three-per-cent. Navy-Pension Fund 

Four-per-cent. bonds 

Four-and-a-half per cents 

Five per cents 

Six per cents 733,501,250 


Total present interest-bearing debt $ 1,809,677,900 
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The interest on which amounts to the sum of $95,181,007.50 per annum. 
It thus appears that in thirteen years the interest-bearing debt has been 
reduced from $ 2,381,530,296.96 to $1,809,677,900; a gain in the amount of 
the interest-bearing debt of $571,852,394.96. The reduction of the annual 
interest*charge is $ 55,796,690.34, or more than fifty per cent. of what we now 
pay. If the reduction of annual interest were placed in a sinking fund at four 
er cent. interest, it would pay off the whole debt in twenty-five years, 

There has been another gratifying and important improvement in the state of 
the public debt. A few years ago our bonds were largely owned in foreign- 
countries. It is estimated that in 1871, from $ 800,000,000 to $ 1,000,000,000, 
were held abroad. We then paid from $50,000,000 to $60,000,000 annually 
to Europe for interest alone. Now the bonds are mainly held in our own 
country. It is estimated that five-sixths of them are held in the United States, 
and only one-sixth abroad. Instead of paying to foreigners $50,000,000, we 
now pay them only about $ 12,000,000 or $15,000,000 a year, and the interest 
on the debt is mainly paid to our own citizens. It appears from what has been 
shown, that since the close of the war, since the panic of five years ayo, there 
has been a great change in the condition of the debt. The change has been 
one of improvement, 

1. The debt has been greatly reduced. 

2. The interest to be paid has been largely diminished, 

3. And it is to be paid at home instead of abroad. 


THE BURDEN OF TAXATION LESSENED. 


The burden of taxation has been reduced since 1866, the first year after the 
war, as follows. The taxes in 1866 were: 
Customs $ 179,046,651 58 
Internal revenue : 309,226,813 42—$ 488,273,465 00 
The taxes in 1878 were: 
Customs $ 130,170,680 20 
Internal revenue 110,581,624 74—$ 240,752,304 94 


Reduction of taxes since 1866. $ 247,521,160 06 


Taxation, the year of the panic, 1873, customs, $ 188,089,522.70; internal 
revenue, $ 113,729,314.14; total, $ 301,818,836.84. 1878, $240,752,304.94. 
Reduction since the panic, $61,066,531 .99. 

The expenditures have been reduced since the end of the war as follows: 
1867, expenditures, including pensions and interest, $357,542,675.16. 1878, 
$ 236,964, 326.80. Reduction of expenses, $ 120,578,348. 36. 

Expenditures, the year of the panic, 1873, $290,345,245.33. 1878, 
$ 236,964, 326.80. Reduction in five years, $53,380,918. 53. 


THE CURRENCY IMPROVED. 


The improvement in the currency since the close of the war has been very 
great. In 1865, the paper currency of the country consisted of, greenbacks, 
$ 432,757,604; National- bank notes, $176,213,955; fractional currency, 
$ 26,344,742; old demand notes, $402,965; Treasury notes, compound- 
interest notes, and State-bank notes, estimated, $ 100,000,000; total, 
$ 735,719,266. os ; We 

Its value was 69.32-100 on the dollar in coin, and its total value in coin was 
$ 509,999,595-19. In 1878 our paper currency consisted of, greenbacks, 
$ 346,681,016.00; National-bank notes, $ 324,514,284.00; fractional currency, 
$ 16,547,768.77 ; total, $ 687,743, 168.77. Sega 

Each dollar of paper currency is now worth 99% cents in coin, and the 
total value in coin of our paper currency is more than $ 684,000,000. The 
value of the paper dollar is as stable as that of coin. Coin and paper are 
practically abreast of each other. The fluctuation in the value of the paper 
dollar has not in the last five months exceeded the fraction of a cent. The 
total increase in the coin value of our paper currency since 1865, is about 
$ 175,000,000. 
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OUR FOREIGN TRADE IMPROVED. 


Nothing connected with the financial affairs of the Government is more inter- 
esting and instructive than the state of trade with foreign countries. The 
exports from the United States during the year ending June 30, 1878, were 
larger than during any previous year in the history of the country. From the 
year 1863 to the year 1873, the net imports into the United States largely 
exceeded the exports from the United States—the excess of imports ranging 
from $ 39,000,000 to $ 182,000,000, During the years 1874 and 1875, the 
exports and imports were about equal. During the years ending June 30, 1876, 
77, +°78, however, the domestic exports from the United States greatly 
exceeded the net imports, the excess of exports increasing rapidly from 
year to year. 

This is shown as follows : 

Year ending June 30, 1876, excess of exports over net imports, $ 79,643,481; 
1877, } 151,152,094 ; 1878, $ 257,832,667. 

The total value of exports from the United States increased from 
$ 269,389,900 in 1868, to $680,683,798 in 1878; an increase of $ 411,293,898, 
or 153 per cent. 

The following table shows the principal commodities the exportation of which 
has greatly increased during the last ten years: 

— Year ending June 30..—— 
Commodities. 1868. 1878. Increase, 
Agricultural implements $673,381 . $2,575,198 . $1,901,817 
Animals, living 733,395 - 5,344,053 . 5,111,258 
Bread and breadstuffs......... ceddibielaee 68,980,997 . 181,774,507 . 112,793,510 
Iron and steel, manufactures of 6,389,429 .»* 12,084,048 . 5,694,619 
1,516,220 . 2,359,467. 843,247 
939,250 . 3,078,349 +  — 2,139,099 
4,871,054 . 11,435,028 . 6,564,574 
406,512. = 1,376,969. 979,457 
1,414,372, . 8,077,059. 6,663,287 
2,913,448 . $095,103. 2,181,715 
Coal oil and petroleum... 21,810,676 . 46,574,974 . 24,764,208 
Provisions 30,278,253 . 123,549,986 . 93,271,733 


$ 140,926,987 .$403,826,601 . $ 262,899,614 


The total increase in the value of agricultural — exported from the 
United States in the year 1878, over the exports of the year ending June 30, 
1868, amounts to $ 273,471,282, or eighty-six per cent. This is shown as fol- 
lows : 

Domestic exports of agricultural products during the years ending June 30, 
1868, $ 319,004,531; 1878, $ 592,475,813; increase, $ 273,471,282; percentage 
of increase, eighty-six per cent. 


THE BALANCE OF TRADE, 


The balance of trade against the United States in the five years next before 
the panic was as follows: 1869, $ 131,388,682; 1870, $43,186,640; 1871, 
$ 77,403,506 ; 1872, $182,417.491; 1873, $ 119,656,288 ; total in five years, 
$ 554,052,607, or an average of over $ 110,000,000 a year. 

As we have already seen, the balance of trade in the last three years in 
favor of the United States is $ 488,582,539, or an average of more than 
$ 160,000,000 a year. The balance of trade the last year, if compared with 
that of the two years next before the panic, shows a gain in favor of the 
United States, in one year, of over $ 400,000,000. 

It is not necessary that I should dwell upon the importance of this favorable 
state of the balance of trade. Balances must be settled in cash—in the money 
of the world. The enterprises of our business men reach out to all parts of 
the world. Our agricultural and manufactured products more and more seek 
and find their market in foreign countries. The commerce of all parts of the 
world, bound together more than ever before by steamships, railroads, and 
telegraph, is so connected that it must be conducted on the same principles, 
and by the same instrumentalities by all who take part in it. 
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We cannot, if we would, we should not if we could, isolate ourselves from 
the rest of the commercial world. In all our measures for the improvement of 
our financial condition, we should remember that our increasing trade with 
South America and with the Old World, requires that our financial system 
shall be based on principles whose soundness and wisdom are sanctioned by 
the universal experience and the general judgment of all mankind. With 
diminished and still diminishing public burdens of debt, expenditures and 
interest, with an improved condition of currency and foreign trade, we may 
well hope that we are on the threshold of better times. But we must not 
forget that the surest foundation of a restored financial prosperity, is a sound 
constitutional currency and unstained National credit. 


ee 


BANKS AS COLLECTING AGENTS—FAILURE OF 
COLLECTING BANK—TRUST FUND. 


U. S, CIRCUIT COURT, EAST DISTRICT OF MISSOURI. 


German American Bank vs, The Naticnal Bank of Missouri et al. 


STATEMENT OF THE CASE, 


This is a suit in equity wherein the plaintiffs seek to recover from the 
defendants a certain sum of money which they allege the receiver of the 
defendant—the Third National Bank of the State of Missouri—has in his 
possession, which is the proceeds of a certain draft drawn by August Taussig 
on the firm of Taussig Bros. & Co., for $10,000, which said plaintiff for- 
warded to the defendant on the 18th June, 1877, ‘‘for collection and credit.” 
This sum of money the plaintiffs claim on the ground that the said bank did 
not collect it until after its suspension on the tg9th day of June, 1877, and 
therefore holds the money as plaintiffs’ agent. The plaintiffs also seek to 
recover said sum of money on the ground that the directors of the defendant 
bank received said draft for collection after they had knowledge of the fact 
that the bank was insolvent and on the very day the bank suspended pay- 
ment, and that therefore the receipt by the defendant bank of said money 
was a fraud on the plaintiffs, and they are entitled to the full proceeds. To 
this bill the defendants filed an answer putting in issue the averments of the 
plaintiffs’ bill and stating the facts of the transactions specially, to which 
answer the plaintiffs replied : 

The facts, so far as material to the ground of the court’s judgment are, 
shortly, these: The defendant bank was the correspondent of the plaintiff 
bank. On June 18, 1877, the plaintiff transmitted to the defendant bank ‘‘ for 
collection and credit” a draft or bill of exchange for $10,000, drawn by one 
August Taussig, on the firm of Taussig Bros, & Co., St. Louis. This was 
received by the defendant bank on the morning of June 19, and the amount 
provisionally credited in account to the plaintiffs. {The defendant bank on 
the same day presented the bill of exchange for payment and received from 
Messrs. Taussig Bros. & Co., their check for the amount on the Franklin Sav- 
ings Bank of St. Louis, and thereupon surrendered the bill of exchange. 
This bill of exchange was specially indorsed to the defendant bank for 
collection on account of the plaintiffs. On the same day (June 19) the 
defendant bank presented this check and had it certified as ‘‘good” by the 
Franklin Savings Bank, and took it away; and on the same day the direc- 
tors of the defendant bank resolved that ‘‘all payments shall be suspended, 
and all its banking business shall cease except to collect and preserve its as- 
sets.” It never again opened its doors. 

The next day after the suspension its officers collected the amount of the 
certified check, and a receiver having been appointed by the Comptroller of 
the Currency, the money thus collected having been mingled with the other 
money of the bank, which came into his hands. No notice to the plaintiffs 
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of the provisional credit was given until after the check had been collected 
on the 20th day of June. 

The defendant bank was hopelessly insolvent at the time, and had been 
known to be so for a considerable period by its executive officers and a ma- 
jority of the directors, but as the judgment of the court does not proceed 
upon the distinct ground that the collection of the draft was for this reason 
fraudulent, the particular facts in this regard need not be stated in detail, 

Two questions were argued: 

First—- Whether or not the defendant Johnston, as the receiver of the said 
bank, holds the amount of money so collected, as a trustee for the plain- 
tiffs, or whether they are simple contract creditors for said amount and enti- 
tled only to their dividends as other creditors. 

Second—Whether or not the insolvency of the bank, together with the facts 
in evidence in relation to the knowledge of its directors of its insolvency, 
rendered the collection of the money by defendant bank a fraud against plain- 
tiffs, so as to entitle them to recover the full amount of the proceeds of said 
Taussig draft. 

OPINION OF THE COURT. 

DILLon, J.—It is only necessary to decide the first of the above questions, 
although counsel have discussed both of them with great fullness and referred 
to numerous cases. While these cases have been considered, I do not feel 
called on to examine them at length in this opinion, for, in my judgment, on 
*the facts here presented, the principles of law decisive of the case are clear 
and well settled. 

In respect of the Taussig draft, out of which the controversy arises, the 
defendant bank was the collecting agent of the plaintiffs. This is manifest 
from the relations of the two banks to each other; from the letter transmitt- 
ing this draft, ‘‘for collection and credit,” and from the plaintiffs’ special 
indorsement thereon to the cashier of the defendant bank ‘for collection on 
account of” the plaintiffs. This relation was not only known to the banks, but 
knowledge of it, that is to say, that the defendant bank was merely the agent 
to collect this draft for the plaintiffs and not the holder of it in its own right, 
was imparted to the drawees of the draft, the Messrs. Taussig Bros. & Co., by 
the above mentioned special indorsement of the plaintiffs on the draft itself, 
and which was surrendered to the drawees when the check for the amount 
thereof on the Franklin Bank was received. 

What then was the duty of the defendant bank, and the rights and obliga- 
tions of the drawees, the Messrs. Taussig Bros. & Co.? 

It was the duty of the defendant bank as the collecting agent of the plain- 
tiffs to present the draft for payment, and as there is no proof of any special 
authority to the defendant, or agreement or usage varying the legal rights of 
the parties, the defendant bank could receive in absolute payment thereof noth- 
ing but money, ‘‘that which the law declares to be a legal tender, or which, 
by common consent, is considered and treated as money:” Ward vs. Smith, 
7 Wall. 452. This settled principle of law has not been drawn in question by 
the defendant’s counsel. 

As the defendant bank was not authorized to receive payment except in the 
manner above stated, and as the Messrs. Taussig Bros. & Co., knew that the 
defendant bank did not hold the draft as their own, but as agents to collect, 
they are charged with knowledge that they could only make a valid payment, 
binding upon the plaintiffs, by making such payment in money. 

Their check for the amount of the draft would at most be but conditional 
payment—that is, payment when the money was actually received thereon by 
the agents of the plaintiffs. Even if the defendant bank had undertaken by a 
special agreement to receive the check in absolute payment (of which there is 
no pretense) such an agreement would have been void for want of authority 
from the plaintiffs to make it. 

When the check was received in exchange for the draft, the drawers of the 
check must be taken to have constituted the defendant bank their agents to 
collect the check, in order that its proceeds might be paid to the plaintiffs. 
Without special authority to the defendant bank to take a check in absolute 
payment, or without ratification of its act in receiving a check instead of 
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money, this act of the defendant would not bind the plaintiffs ex proprio 
vigore. The latter could affirm or disaffirm it, as they might elect. If the 
money had been received on the check by the defendant bank before its sus- 
pension, this would have presented a very different question from the one 
which actually arises. 

The check was presented, but instead of payment being demanded and 
received, a certification of it was accepted. That was an act which did not 
bind the plaintiffs—for it was alike without their knowledge or authority. If 
this was done by the defendant bank without authority from the Messrs. 
Taussig Bros. & Co, it might, as between them and the bank, discharge them 
as drawers of the check, but it could not operate to pay the bill of exchange 
fur which the check was given, or in any manner vary the rights of the plain- 
tiffs. Their debt subsisted until payment was made by Messrs. Taussig Bros. 
& Co., and no payment was made until the check was actually paid, which 
was the day after the failure of the defendant bank and its resolution to cease 
business and wind up its affairs. . 

It is, therefore, a mistake to suppose that the act of the defendant bank in 
originally receiving the check of the Messrs. Taussig Bros, & Co., or in: sub- 
sequently procuring it to be certified, discharged Taussig Bros. & Co. from 
their liability to the plaintiffs. I am therefore of opinion that the defendant 
bank remained the agent of the plaintiffs to collect the bill of exchange on 
Taussig Bros. & Co. until the money was actually received. When the money 
was received, and not before, the agency of the defendant bank to collect ter- 
minated, and its authority to credit the amount to the plaintiffs and to make 
itself an absolute debtor therefor would then arise, provided it was still a going 
concern; but inasmuch as before it received the money it had failed, its 
agency to constitute itself a general creditor for the amount had ceased to 
exist. It would hold the amount as the agent of the plaintiffs, or in trust for 
it, subject to any balance due to it from the plaintiffs. 

Against this view, the defendants urge two objections. The first is thus 
stated in the defendant’s printed argument. 

“The letter transmitting the draft was simply asking for ‘credit’—the 
depositing of the Taussig draft by the plaintiffs in the defendant bank. The 
words ‘for collection and credit’ mean ‘credit.’ While it is reasonable to sup- 
pose that the defendant bank would not give the credit until it was satisfied 
that it would obtain the money on the draft, yet the ultimate object of the 
plaintiffs being ‘credit,’ if they received the credit, it matters not to them 
whether the defendant bank received the money or not. And as soon as the 
defendant bank was satisfied to give the credit, as requested, the plaintiff's 
demand was complied with, whether the collection was ever made or not.” 

The argument is fallacious. The words ‘for collection and credit” do not 
mean that the credit shall be given until the money is collected. And it does 
make a difference whether the defendant bank ever received the money or not. 
On this point, the language of Byles, J., in Sweeting vs. Pearce, 7 C. B. (N. 
S.), p. 485, is applicable. He says: ‘It is not disputed that the general rule 
of law is that an authority to an agent to receive money implies that he is to 
receive it in cash. If the agent receives the money in cash the probability is 
that he will hand it over to the principal; but if he is allowed to receive it 
by means of a settlement of accounts between himself and the debtor, he 
might not be able to pay it over; at all events it would very much diminish 
the chance of the principal ever receiving it ; and upon that principle it has 
been held that the agent, as a general rule, cannot receive payment in anything 
but cash.” This language is approved in the case of Pearson vs. Scott, decided 
in the chancery division of the high court of justice, May 4, 1878, reported 
18 Albany Law J., 193. 

The second objection of the defendant’s counsel to the view above stated is, 
“that even if the defendant bank was the agent of the plaintiffs for the col- 
lection of the Taussig draft, and had no right to receive payment thereof in 
anything but money, the acceptance of the Taussig check, and having it certi- 
fied by defendant bank was a simple breach of their duty as such agents, for 
which they became instantly liable on the 19th day of June, as a simple con- 
tract debtor.” : 
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I answer that it has been shown above that the act of the defendant bank 
in having the check certified wrought no change in the plaintiffs rights, and 
that their debt still remained. This unauthorized act, if it resulted in any 
injury to the plaintiffs, would undoubtedly give them a right to recover any 
damages suffered thereby, but it did not dissolve or terminate the relationship 
of principal and agent between the plaintiffs and the defendant bank, nor 
preclude the plaintiffs from the right to elect to ratify the act of receiving the 
check and to claim the money afterwards collected thereon. 

The force of the argument of the defendant’s counsel that the defendant 
bank, on the very day of its failure, and when it was in articuls mortis, had 
the right by a credit in advance of collection, or by its unauthorized act in 
receiving the check and in procuring its certification to terminate, without the 
plaintiffs’ consent, the agency, and to constitute itself the actual debtor for the 
amount against the plaintiffs’ will and against their interest, I must confess I 
have been unable to perceive. 

i is not unusual for bankers to credit their correspondents or customers with 
the amount of paper of a certain character at the time of its receipt for col- 
lection, but such credits are provisional only, being made in anticipation that 
the paper will be promptly paid, and with the right to cancel the credit if 
the paper is dishonored: 7vinidad National Bank vs Denver National Bank, 
4 Dillon, 290. Such was the nature of the credit made in this instance, and 
the circumstance is immaterial, as it does not vary the ultimate rights of the 
parties, 

The conclusion, therefore, is, that the defendant bank was the agent of the 
plaintiffs to collect the draft on Taussig Bros. & Co.; that the agency 
remained until the money was received on the check, and as this was after 
the defendant bank had ceased to do business and had resolved to wind up 
its affairs, it was received in trust for the plaintiffs (less the plaintiff’s indebted- 
ness to the defendant bank), and hence the receiver has no right to hold it 
to be distributed ratably among the general creditors of the bank. 

Let a decree be entered for the plaintiffs for $8,168.58, with interest 
from the date of the commencement of this suit at the rate of six per cent. 
per annum. 

Treat, J., did not sit. Decree accordingly. 


oe 


RIGHT TO SUE NATIONAL BANK FOR USURIOUS 
INTEREST ASSIGNABLE. 


U. S. CIRCUIT COURT, INDIANA, JULY 15, 1878. 


Wright vs. First National Bank of Greensburg. 


The right of a borrower to sue a National bank for double the amount of usury 
taken is a claim or debt which will pass to his assignee in bankruptcy, and such 
assignee can maintain an action thereon. 

Action to recover the penalty for taking usurious interest brought by Arthut 
L. Wright and Henry H. Woollery, assignees of Francis J. Randolph, Frank 
Wright and Ebenezer Nutting, bankrupts, against the First National Bank of 
Greensburg. The opinion states the case. 

GRESHAM, J. The declaration alleges that the defendant has reserved, taken 
and received usurious interest from the bankrupts. The action is brought to 
recover double the amount of interest thus paid, and is based upon the 3oth 
section of the Banking Act, U. S. Stat. at Large, which reads as follows: 

‘*Every association organized under this Act may take. receive, reserve and 
charge on any loan * * * interest, at the rate allowed by the laws of the 
State or Territory where the bank is located, and no more; except that 
where by the laws of any State a different rate is limited for banks of 
issue, organized under any State laws, the rate so limited shall be allowed 
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every association organized in any such State under this Act. And when no 
rate is fixed by the laws of the State or Territory the bank may take, 
receive, reserve or charge a rate not exceeding seven per cent. And in case 
a greater rate of interest has been paid, the person or persons paying the 
same, or their legal representatives, may recover back, in any action of debt, 
twice the amount of interest paid from the association taking or receiving 
the same.” 

The defendant demurs to the declaration on the ground that the plaintiffs, 
as assignees in bankruptcy, have no legal capacity to prosecute the action, 
This is the only question presented by the demurrer. 

The right of action given by this section is penal. 7iffany vs. National 
Bank, etc., 18 Wall. 409 

In the absence of a statute authorizing it, a right to a penalty cannot be 
assigned, nor a right of action for a tort. Gardiner vs. Adams, 12 Wend. 
297. The defendant exacted and received usurious interest. Had the bank- 
rupts remained solvent they might have prosecuted an action for double the 
amount of interest paid. Unless the right of action has been barred it yet 
exists, either in the bankrupts or their assignees. It is insisted that because 
the bankrupts could not have sold or transferred the right of action, if they 
had remained solvent, that, therefore, their assignees have no legal capacity 
to prosecute the suit. Ziffany vs. National Bank, supra, was an action by a 
trustee to recover the penalty given by the statute. The plaintiff recovered, 
but his capacity to maintain the action seems not to have been directly raised. 
In the case of Crocker, assignee, vs. First National Bank, eic., 3 C. L. J. 
527, the precise question raised by this demurrer was considered, and it was 
held by Dillon, J., that the assignee was the ‘legal representative” of the 
borrower within the meaning of the Banking Act, and as such could maintain 
the suit whether the right of action vested in the assignee under the Bank- 
rupt Law or not. 

In Tiffany vs. Boatman's Association, 18 Wall. 375, the assignee in bank- 
ruptcy was allowed to recover usurious interest which had been paid by the 
bankrupt in violation of the statutes of Missouri. 

In Meech vs. Stoner, 19 N. Y. 26, it was held that an assignee could main- 
tain an action to recover money lost at faro, under a statute which gave the 
right of action to the loser. See, also, Carter vs. Abbott, 1 B. & C. 444, 
and Gray vs. Bennett, 3 Metc. 522. In this last case the assignee of the 
insolvent debtor was allowed to recover threefold the amount of usurious interest 
paid to the defendant, that being the amount allowed by the Massachusetts 
statutes. This is a well-considered case. 

In Bromley, assignee, vs. Smith, 2 Bissell, 511, it was held by Miller, 
District Judge, that the assignee could not maintain an action to recover the 
penalty given by the statute. And it seems to be conceded that in the case 
of Barnett vs. Muncie National Bank, in the Circuit Court of the United 
tates for the Southern District of Ohio, a similar ruling was made by Justice 
Swayne, and the late Circuit Judge, Emmons, in an oral but unreported 
opinion, To the same effect is Michols vs. Bellows, 22 Vt. 581. 

The Bankrupt Act (Rev. Stats. §§ 5044, 5045, 5046 and 5047) vests in 
the asssignee for the creditors the entire estate of the debtor—every thing 
of beneficial interest passes by the deed of assignment, except certain necessary 
exemptions which are intended to protect the bankrupt and his family from 
temporary distress. 

It is true that rights of action for torts to the debtor’s person, such as 
assault and battery, false imprisonment, malicious prosecution, libel and 
slander, do not pass to the assignee. While it must be conceded that under 
the decision of the Supreme Court this is an action, in part at least, to 
recover a penalty, yet there are reasons why claims of this kind should vest 
in the assignee which do not apply to rights of action for damages growing 
out of mere torts to the debtor’s person. In the right of action given by the 
Banking Act the bank exacts and receives from the borrower more than the 
law allows as a fair compensation for the use of its money. In this illegal 
way the bank gets into its possession part of the borrower’s estate, money 
which should go to the creditors of the bankrupt borrower. This demand and 
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receipt of illegal interest by the bank may have materially contributed to the 
bankrupt’s downfall. The recovery allowed by the 30th section of the Act is 
**in an action of debt.” 

If the assignees are not the ‘legal representatives” of the bankrupt within 
the meaning of the 3oth section of the Banking Act, and the right of action 
never passed to them under the Bankrupt Act, then, unless the suit has 
been barred, the bankrupts may sue for and recover the money for their own 
benefit, when, perhaps, they have already received their full exemptions and 
have been discharged from all their obligations. 

As between the bankrupts and their creditors this would be unjust, and such 
a result is not easily reconciled with the chief object of the bankrupt law, 
which is the equal distribution of the insolvent debtor’s entire estate amongst 
all his creditors, 

In Gray vs. Bennett, supra, ‘‘it is very clear,” say the court, ‘that if a 
creditor of the insolvent debtor should attempt to prove a note under the com- 
mission, it would be the duty of the assignee to reduce the amount, if usurious 
interest had been taken on it, or was reserved in it, and in this manner the 
creditors would be benefited by such reduction. Why should they not have 
the advantage of it where the debtor has paid the usurious demand prior to 
the insolvency and within the time limited by the statute for recovering it? 

I think the assignees are the ‘legal representatives” of the bankrupts 
within the meaning of the 30th section of the Banking Act; and that the 
right of action given by said section is a ‘‘claim” or ‘*debt” which passed 
to the assignees under the sections of the Bankrupt Law already cited.— 
Demurrer overruled. 


am meee 


LEGAL MISCELLANY. 


SUPREME COURT OF PENNSYLVANIA. 


NEGOTIABLE INSTRUMENT.—I. J[Vaiver of protest: what amounts to.—A 
waiver of protest is an agreement made before or at thé maturity of the note, 
and a promise to pay after maturity, notwithstanding there had been no protest, 
is a new undertaking. A subsequent promise to pay the note by the indorser, 
who has full knowledge of all the facts, amounts to a complete waiver of the 
want of due notice. The promise need not be expressed in so many words, 
and no general rule can be laid down as to what words or acts will amount to 
a waiver. Whether a promise was made with full knowledge of all the 
material facts are questions of fact. Bauman’s Estate, Moyers Appeal ( Pittsb. 
L. J.). Decided May 30, 1878. 

2. Indorsement: notice to indorser.—Notice to an indorser who is tem- 
porarily absent from home, sent to him by mail where he is stopping, without 
any direction to so send it, is good notice to him if he actually receives it as 
soon as he would have, had it been left at his residence ; and notice thence 
sent by him to a prior indorser is good against him, although there may have 
been some delay, if he is not prejudiced by the delay. Hail vs. Dicken ( Pittsb. 
L. J.). Decided July 1, 1878. 


SUPREME COURT OF CONNECTICUT. 


INTEREST.—1I. Change in legal rate does not affect existing contracts.—A 
promissory note was made in 1872, with interest payable semi-annually at the 
rate of eight per cent. per annum, which was then legal. The note was given 
for a loan made by a corporation, and was intended to run for several years. 
In 1875 an act was passed limiting the rate of interest for money loaned to 
seven per cent. Held, that eight per cent. continued to be the legal rate of 
interest upon the note, after that act was passed, and until the note was paid. 
Seymour vs. Continental Life Insurance Co. 


2. Quarterly payments not usurious.—A note on which the interest is payable 
quarterly at the legal rate is not usurious. Wowry vs. Shumway. 





INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. RESPONSIBILITY OF COLLECTING BANKS. 


In your September number is reported the decision of a Court in Colorado 
touching the liability of collecting banks. You remark that this decision involves 
not only the responsibility of the party to whom the remittance may be sent, 
but also the risk of transmission by mail and the prompt advice of non-payment. 

It appears to me that.the decision turned entirely on the fact that the 
defendant bank allowed an unreasonable time to elapse before making inquiry 
concerning the draft and failed to advise the plaintiff of the fate of the draft, 
rather than upon the responsibility of the collecting bank ‘‘for the risk of 
transmission by mail and for the solvency of the correspondent.” 

Will you kindly insert a solution of this question in the department of your 
Magazine devoted to Inquiries of Correspondents, with any general information 
regarding the responsibility of collecting banks on the two points about which I 
am in doubt. 


REepLY.—The criticism of our inquirer is correct. The decision, strictly 
considered, does not hold that a collecting bank is liable for losses which occur 
in the mails, or from the insolvency of correspondents; but is expressly put 
upon the grounds stated. It appears to us to be entirely in accordance with 
the rules governing the responsibility of banks for collections; but it is also a 
good illustration of the risks which are daily run by banks in carrying on the 
business of collecting, risks of which they are entirely too unmindful, and to 
which accordingly we seek to draw attention. The duty of the collecting bank 
as respects the forwarding of paper through the mails, having it properly 
presented for payment, the employment of notaries, giving due notices to the 
owner, etc., etc., will be found well discussed in Morse on Banking. The 
general rule is that due diligence must be exercised in these matters. As to the 
bank’s responsibility for the solvency of its customers, the New York rule is 
that this responsibility exists, though this is not generally followed in other 
States. We think the dangers, in a business of such magnitude, of occasional 
breaches of what the courts have laid down as rules of diligence, and the losses 
liable to result therefrom, should be seriously considered. 


II. Lost CHECKS. 

We purchased, in January last, a draft on a New York bank, and 
promptly mailed same to our New York correspondent, with other drafts, 
for collection and credit. The letter enclosing them failed.to reach its des- 
tination and is supposed to be lost. 

We notified the drawing bank of the loss, and asked for a duplicate. 
They did not reply We repeated the inquiry, and they answered that if 
we would give them an indemnity bond, they would send us a new draft. 
We mailed them an order from drawee for duplicate indorsed by us. They 
do not reply. What course would be proper for us? 

REPLY.—If the lost check was designated as ‘‘ First” or ‘‘ Original,” the 
request for a duplicate should be promptly granted. But if the check was 
an ordinary check or ‘Sole bill’ the drawer is right in refusing to issue a 
new one (there being no duplicate) except under a proper guaranty against 
loss by so doing. After payment of a new check the first one, in the 
hands of an innocent holder for value, would be a valid claim against the 
drawer, unless it bore on its face notice that a duplicate was in existence, 
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III. EFFEcT oF BANKRUPTCY UPON A Deposit. 

‘A man lends his check on his bank in the West, to one of his Eastern 
creditors on Aug. 27, and on Aug. 31, applies for bankruptcy. The check is 
sent back to the bank for payment, and reaches there Sept. 7. Can funds to 
credit of the bankrupt in the bank be taken to pay the check, or is the 
deposit to be considered liké all his assets—that is to be drawn only by assignee 
when he is appointed?” 

Reply.—The title of the assignee in bankruptcy to this deposit, though it 
dates from the filing of the petition, is affected with all the equities which 
would be binding upon the bankrupt. Whether, therefore, the check holder is 
entitled to payment depends upon whether the check was an equitable assign- 
ment of the deposit. Upon the theory, which we think the correct one, that 
the check is not such assignment, the entire deposit must go to the assignee, 
See our last July number, (page 61), for a discussion of the check question. 


IV. BANKRUPTCY OF A CO-BONDSMAN. 


‘*What is the responsibility of a bondsman to a chartered bank when his 
co-bondsman has become a bankrupt to the knowledge of the directors of the 
bank? Is it not their duty to see and have a new bondsman without delay so 
that the responsibility may be fairly divided? Also would it make any differ- 
ence between a bank with a close corporation?” 


ReEpLy.—Assuming that the sureties are jointly and severally liable for the 
penalty of the bond, and that their liability has not been fixed by the default 
of their principal so as to become a debt provable against the estate of the 
bankrupt surety, then, however it may be with his ability to pay, his liability 
on the bond is not affected by the bankruptcy. We do not think, therefore, 
that the solvent surety would be discharged by the neglect of the bank to 
require a new bondsman, any more than it would in any case where a co-surety 
happens, for any reason, to become irresponsible. In that case, the right of 
the solvent surety, if he pays the bond, to compel contribution from his 
co-surety becomes ineffectual. But this is the ordinary risk which every bonds- 
man takes. The bank has made no contract that the right of compelling con- 
tribution between the sureties shall remain valuable and effectual; it has done 
nothing to make the right ineffectual, and may say, if it pleases, that it is sat- 
isfied to depend upon the responsibility of the solvent surety. We do not see 
how it can make any difference whether the obligor or obligee is a chartered 
bank or a close corporation. 


V. THE USE OF BANK FUNDS FOR CHARITABLE OBJECTS. 


In the May number of your Magazine you answered my question as to the 
right of officers and directors of banks to give money out of the bank funds 
to public and charitable objects by saying, that under certain circumstances they 
were justified in so doing. 

I find the following clause iu the report of the case of Frankf.rt Bank vs. 
Fohnson, 24 Me., 496. ‘*They cannot use the property of the corporation for 
charitable purposes, nor can they give it away nor subscribe to any such 
object except upon authority given them by the stockholders.” This is not 
only good law, but good sense. People do not put their money into the capital 
of a bank with the idea that it is to be dispensed in charity or given to some 
public object. When officers or directors use bank funds for such purposes they 
exceed the powers granted them by the stockholders. Trustees of corporations 
are too much inclined, in these days, to forget the rights of the stockholders 
or owners. 

REPLY.—Our answer to this inquiry was, that ‘‘strictly speaking, the directors 


of a bank have no legal or equitable right to expend its funds for these 
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objects.” This seems to be indisputable, and accords with the motto which, 
for thirty years, has appeared on the cover of the BANKER’S MAGAZINE, viz., 
that ‘‘favor and benevolence are not the attributes of good banking.” We 
think, however, that under such exceptional instances as were cited by us, and 
with the exercise of sound discretion, there are few cases in which the stock- 
holders of a bank would not sustain its directors when the interests of the 
bank were plainly subserved by the act in question. 


IV. CATTLE DEALERS’ TICKETS AS CHECKS, 


Our grain and live-stock dealers deposit funds with us and request us to 

pay their tickets, which are as follows, to the persons who present them : 
» lowa, August rsth, 1878. 
Bought of ¥no. Brown, for JONES & ROBINSON, 
20 Head Hogs at $400 __—iper cwt. 
Head Cattle at .......-. per cwt. 
To be deliverered at ...... pctasaenecansinenpnnls in marketable order. 
Weight 4,000 lbs. Paid on Contract $ Amount, § 160. 
ie Thi ancsisesscc00g) OR. Cu. Di cccces eoecee, Weigher, 

The payee’s initials seldom appear, and frequently there is no name what- 
ever. You will observe that on the ticket there is no mention of any place of 
payment, or payee, or order, or bearer. The tickets pass by delivery, the 
merchants cashing them for the farmers after banking hours or receiving them 
in payment for goods, &c., like checks payable to bearer. Now the ques- 
tion is, are not these tickets the same in law as a regular check payable to 
bearer, in every respect? 

In this case I have been attached as garnishee of Jno. Brown, the holder of 
the ticket above described. Can I pay this ticket when presented by him 
or any other person, without liability? 

If I am attached as garnishee of the holder of any check on us, whether 
payable to the bearer or order, am I liable to the plaintiff if I pay such 
checks ? 

A Justice of the Peace here has decided that we were liable if the 
check was made payable to order, but not if payable to bearer; also that 
the tickets, like the enclosed, were not payable to the bearer on their face, 
and could not be so considered in law. He held that the general custom 
of treating them as checks payable to bearer, and the instructions of the 
maker to that effect, made no difference. Is his decision a correct one? 


REPLY.—We see no ground upon which you can be held as garnishee of 
Brown, because you owe him nothing. One familiar test of the right to hold 
a garnishee is, to see whether the principal defendant can maintain an action 
against him. Brown could not maintain an action against you on the ticket. 
It is nothing more than a memorandum of an indebtedness of your depositor 
to Brown; and your practice of paying the amount thereof to any holder is a 
gratuitous accommodation to your depositor which gives no third person rights 
against you. The ticket is in no sense a check, because it does not come 
within the familiar definitions of that instrument. Whether you can be held 
as'garnishee of a check-holder without acceptance, depends upon whether the 
check is an assignment of the depositor’s funds upon which the holder can 
maintain an action against the bank, We have frequently insisted, in the 
pages of this Magazine, that such action ought not to be maintainable; but 
we believe it has been decided in Lowa, whence this inquiry comes, that the 
action may be maintained by the payee of a check payable to his order. 
Upon any view of the matter, however, the Justice of the Peace was wrong 
in his decision. 
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THE BANKER’S MAGAZINE. 


EARNINGS AND LOSSES BY NATIONAL BANKS. 


THE AMOUNTS CHARGED OFF DURING THE PAST SIX MONTHS—COMPARATIVE 
STATEMENT FOR THE YEARS 1876, 1877 AND 1878. 


The Comptroller of the Currency states that the aggregate capital of such of 
the 2,400 National banks as have become insolvent during the sixteen years 
that the National banking system has been in operation, was $ 16,232,600, 
The aggregate dividends paid to the creditors of these banks, for the 
ten months from November, 1877, to September, 1878, is $2,614,125. The 
aggregate dividends paid since the organization of the system is $13,767,587. 
and the total amount of creditors’ claims proved is $22,720,802. The total 
losses to the creditors of all the National banks during the last sixteen years 
upon $ 500,000,000 of capital and $ 800,000,000 of deposits, is estimated not to 
exceed $6,500,000, an amount probably not equal to the losses which have 
fallen upon the creditors of Savings banks and State banks during the past year. 

A compilation of the dividend reports of the National banks for the six months 
ending March 1, 1878, has been made by the Comptroller, from which it appears 
that the National banks have charged off losses during that time amounting to 
$ 10,903,145. Of this amount $1,913,757 consisted of premiums on United 
States bonds held for circulation which had been depreciated below the cost 
price to the banks. The losses charged off during the year ending September 
I, 1876, were $19,719,026, and for the year ending September 1, 1877, 
$ 19,933,587- The ratio of earnings of the National banks to capital and 
surplus for the year 1877 was 5.62 per cent., and it is estimated that the 
ratio for 1878 will not be greater. The Comptroller has also compiled the 
complete dividend returns from the National banks in sixteen of the principal 
cities, for the year ending September 1, 1878, from which it appears that 
$ 11,520,129 losses have been charged off by those banks, of which $ 1,609,968 
were for depreciation in the premium in United States bonds, held by the 
banks as security for circulation. The total losses charged off by the banks 
in these sixteen cities, during the three years ending September 1, 1878, were 
$ 32,410,964. The losses charged off by the banks in New York City during 
the past year were $5,147,319.98; Boston, $2,490,197.46; Philadelphia, 
$ 561,676.30; Baltimore, $368,915.99; Chicago, $915,084.14; Pittsburgh, 
$ 419,036.51; New Orleans, $ 338,496.90; Louisville, $235,526.05; St. Louis, 
$ 171,456.66; Cleveland, $222,908 28; Detroit, $134,617,01. 

The following is the statement in detail of the amounts charged off by the 
National banks for losses in the cities and for the years specified : 


1876. 1877. 1878. 
$ 1,598,723 sees $2,192,054 sees $2,490,197 
6,873,760 sees 4,247,942 sees 5y147,320 
97,014 aaiane 60,745 mantle 273,390 
Philadelphia ... 152,970 eae 333,248 Mari 561,676 
Pittsburgh 333,852 ere 289,467 wee 419,036 
Baltimore 876,207 aia 200,598 sai 368,916 
Washington.... 10,828 wnat 43,105 rr 33,612 
New Orleans... 519,701 eke 286,259 aees 338,497 
Louisville 59, 104 hides 35343 hake 235,520 
Cincinnati 102,211 eae 206,827 Seas 80,031 
Cleveland 52,309 mene 41,089 Ronee 222,908 
Chicago 395,392 soos 663,597 peer 915,084 
51,620 ikea 23,593 as 134,017 
43)443 tees 23,130 tees 74,959 
357,218 sees 296,951 sees 171,457 
San Francisco. . 203,119 hala 218,910 wae 52,904 


Totals ....$ 11,727,477 $9,163,358 $ 11,520,130 
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NATIONAL-BANK Notes forwarded to the Redemption Agency at Washington 
have hitherto been sent at the expense of the Department, which has reim- 
bursed itself out of the five-per-cent. fund belonging to the banks. On September 
24th, the following order was issued : 


On and after October 1, 1878, the charges for the transportation of National- 
bank notes to the Treasury of the United States for redemption, under the Act 
approved June 20, 1874, must be paid by the party making remittance. If the 
charges are not paid, the amount thereof will be deducted from the proceeds. 


JAMES GILFILLAN, Jvreasurer U. S. 

Approved, JOHN SHERMAN, Svcretary. 

This new order requiring charges for the transportation of notes for 
redemption to be paid by the party shipping, is expected to lessen the demand 
for legal-tender notes by the banks. Hitherto the express charges have been 
debited to the bank issuing the notes, but now the cost must be paid by the 
bank remitting them. The redemptions amount to about $600,000 daily. 
They usually reach $1,000,000 a day in June and decline to $500,000 in 
August. In September they generally increase and continue to do so gradually 
until January, when they reach nearly $1,000,000 daily, 


DIVIDENDS.—The Comptroller of the Currency has declared a final dividend 
of 13 3-Io per cent. in favor of the creditors of the First National Bank of 


Topeka, making in all dividends of 58 3-10 per cent.; also a dividend of 32 
per cent in favor of the creditors of the First National Bank of Carlisle, Pa., 
making in all dividends of 72 per cent. 


REDEMPTION OF FIVE-TWENTY Bonps.—Calls as below have been issued in 
the month of September, by the Secretary of the Treasury, each for the redemp- 
tion of five million dollars of five-twenty six-per-cent. bonds of 1865, issued 
under the act of March 3, 1865, and dated July 1, 1865. The following are 
the numbers called, all being inclusive : 

Seventieth call, dated September 4. Matures December 4. 

Coupon Bonds.—$ 50, Nos. 74,001 to 75,003; $100, Nos. 136,001 to 138,000 ; 
$ 500, Nos. 95,001 to 97,000; $1,000, Nos. 184,001 to 189,000. Total coupon, 
$ 2,000,000, 

Registered Bonds. —$50, Nos. 2,451 to 2,485; $100, Nos. 19,101 to 19,120; 
$500, Nos. 11,201 to 11,220; $1,000, Nos. 38,001 to 38,400; $5,000, Nos. 
11,601 to 12,000; $10,000, Nos. 22,551 to 22,880. Total registered, $ 3,000,000, 
Aggregate $5,000,000. 

Seventy-first call, dated September 16. Matures December 16. 

Coupon Bonds. —% 100, Nos. 138,001 to 140,000; $ 500, Nos. 97,001 to 99,000 ; 
$1,000, Nos. 189,001 to 193,000. Total coupon, $ 2,000,000. 

Registered Bonds.— 100, Nos. 19,121 to 19,150; $500, Nos. 11,227 to 
11,250; $1,000, Nos. 38,40r to 38,650; $5,000, Nos. 12,001 to 12,100; 
$10,000, Nos. 22,880 to 23,540. Total registered, $3,000,000. Aggregate, 
$ 5,000,000. 


THE BANK oF NEW York.—At a meeting of the stockholders of the 
Bank of New York National Banking Association, held September 23d, 22,000 
shares out of the total 30,000 shares being represented, it was unanimously 
resolved that the capital of the bank be reduced from $3,000,000 to 
$2,000,000, in accordance with the recommendation of the directors. The 
reduction is to take effect October 1. 
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THE BANKERS AND BROKERS’ ASSOCIATION.—In the suit of H. B. Smith 
et al., a report was made in the Supreme Court of this city, on September 234, 
by William C. Traphagan, referee as to the accounts of Robert L. Cutting, 

‘ receiver of the Bankers and Brokers’ Association. He reports that claims were 
presented to the receiver aggregating $63,123, of which $22,000 were disal- 
lowed. The amount of the company’s capital stock anthorized to be issued was 
$ 1,000,000, divided into 10,000 shares of $100 each; of which only fifty per 
cent. was paid up, leaving $500,000 due on the entire issue. The report says 
there was an over issue of goo shares capital stock, and 1,541 shares were put 
in the names of fictitious persons to subserve the purposes of the president, 
John Bonner, while 4,019 shares were placed in the name of Bonner & Co.,, 
and 2,550 in Bonner’s own name. Of the remaining shares only 2,000 are in 
the names of solvent persons. The assets which have come into the receiver's 
hands being insufficient to meet the liabilities, he recommends that the unpaid 
balances of shares be collected from the stockholders, and that the receiver 
should make an assessment of $ 30 per share. 


SUITS AGAINST TRUSTEES.—A number of suits against the trustees of the 
German Savings Bank of Morrisania have been begun by Mr. William J. Best, 
receiver, The sum which Mr. Best seeks to recover is $220,969, with. inter- 
est, the whole amount involved exceeding $230,000. The receiver alleges that 
dividends were declared when the trustees knew the bank to be insolvent, the 
payments being made when there were no funds from which, under the law, the 
dividends could be paid. Large investments made in Southfield, S. I., bonds, 
which have been declared illegally issued, are also made a count against the 
trustees, 


ILLInoIs —The First National Bank of Quincy, which suspended payment on 
August Igth, re-opened for business on September Igth. After a thorough 
examination of the bank, the Comptroller of the currency declared the capital 
to be impaired, and ordered an assessment upon shareholders of fifty per cent. 
amounting to $100,000, which was made. Anticipating the collection of the 
assessment, the directors, by permission of the Comptroller, paid into the 
bank the full amount, $100,000, in order that it might at once resume 
business. Mr. Frederick W. Meyer, of Quincy, has been elected president, 
in place of Mr. C. M. Pomroy, resigned. 


MissourI.—The Exchange Bank of Breckenridge closed for one day on account 
of the suspension of the First National Bank of Quincy, IIl., in which they had 
some $15,000 to their credit. The stockholders met at once, increased their 
capital, and are going on with the business as usual. 


BoL_p BANK RosBEery.—Concordia is a town of about fifteen hundred inhabi- 
tants in Lafayette county, Missouri, thirty miles from Sedalia. The principal 
banking business of all that part of Lafayette county is done by the Concordia 
Savings Bank. On August 29th, about 1.30 P. M., three men entered the 
bank. One of them asked the cashier, who was alone, to change a ten-dollar 
bill. While he was changing the bill, another man jumped over the counter, 
caught the cashier by the arm and placed one hand over his mouth. They 
then took what money was in sight, and, putting a pistol to the cashier’s head, 
told him to open the safe. He did so under fear of his life, and the robbers 
took all the paper money in the safe—between ¥% 3,000 and $ 4,o00—refusing 
to take the silver, of which there was between $2,000 and € 3,000 in the bank. 
During the robbery a citizen was near the bank, and one of the robbers, who 
was guarding the door, called on him to advance, instead of which he turned 
and ran. The robber fired but missed him. They then mounted their horses 
and galloped off in a southerly direction. The whole robbery occupied about 
ten minutes. The citizens started in hot pursuit, and by the 31st traced the 
perpetrators to their homes in Johnson County. The three were arrested and 
placed in jail at Lexington 

Another —On September 19, while a military parade was passing, the Com- 
mercial National Bank of Toledo, Ohio, was entered from the rear and robbed 
of $8,000; the thieves escaped without discovery. 
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New JeRsEY.—The Union National Bank of Rahway has gone into volun- 
tary liquidation. At a meeting of shareholders, 724 of the 1,000 shares were 
cast in favor of closing the institution. Mr. C. R. Brewster, cashier of the 
bank, was instructed to supervise the proceedings necessery to the closing of 
the institution. It is stated that the bank is in sound condition, and that the 
only reason for closing it up is that it has not earned money enough to justify 
thr directors in keeping it open any longer. The bank will go on paying 
depositors till the last of them shall have been paid. As to the amount 
which will be realized by the stockholders, a difference of opinion exists. 
Some of the directors expect to receive dollar for dollar; others that they 
will realize only about eighty per cent. 


Ou10.—The First National Bank of Columbus has just finished a fine building, 
upon the site they have long occupied. The new bank is described as a 
model of convenience and of security. Its burglar-proof safe weighs nearly 
75,000 pounds, constructed with every improvement to resist the efforts of 
burglars, including a chronometer time-lock. A separate fire-proof vault is 
provided for the use of the book-keepers, who may thus work after hours 
without risk or inconvenience. 


Texas.—Col. William A. Fort, president of the Waco National Bank, died 
on August 29th, at Prairie du Chien, Wisconsin. He was a native of Alabama, 
but a resident of Texas since 1854. In 1869 he entered into a partnership 
with Mr. George W. Jackson, of Ohio, forming the private bank of Fort & 
Jackson, and the business, successfully established, was in 1874 merged into 
the Waco National Bank, Col. Fort being president and Mr. Jackson cashier. 
Col. Fort was an active man in every enterprise which tended to the good of 
Waco, and took a lively interest in its educational interests and in all that 
— its welfare. He was deservedly esteemed and his loss is greatly 
lamented, 


San ANTONIO.—The banking firms of Bennett & Lockwood and James T. 
Thornton, have consolidated under the style of Bennett, Thornton & Lockwood, 
and tender their services to parties having business for that vicinity. 


INDORSEMENT.—In Rodocanachi vs. Buttrick, decided by the Supreme Ju- 
dicial Court of Massachusetts, in July last, the defendant put his name on the 
back of the promissory note of another, in the hands of plaintiff, after its 
maturity. This was done for a valid consideration. He also altered the face of 
the note by writing the figures seven and a half over the word ‘‘ten” where 
the rate of interest was stated, and paid the accrued interest and one install- 
ment of interest at the rate of seven and a half per cent. The Court held that 
this was an original undertaking of defendant to pay the amount expressed in 
the note and interest at seven and a half per cent. and that he was liable for 
that amount. It was immaterial on what part of the note he put his 
name. ( Wright vs. Moore, 9 Gray 338, and cases cited.) 


COLLATERAL.—In Richardson vs. Rice, Stix & Co. (Tenn. L. Rep.), decided 
by the Supreme Court of Tennessee, May 18, 1878, it was held that negotiable 
paper transferred as collateral security, for subsisting indebtedness and future 
advances, is subject to all equities then existing, and the maker is protected if 
he has paid the note to the rightful holder before the transfer, though the 
transfer was before maturity. (Gosling vs. Griffin, MSS., Nov. 1864; Vatter- 
lien vs. Howell, 5 Sneed 441.) 


GUARANTEE OF CERTIFICATE.—In Hooker vs. Gooding, to appear in 86 
Illinois Reports, it is held that an absolute guarantor of the payment of money 
due on a certificate of deposit, where the credit is indefinite, is not released 
by the mere delay of the creditor in enforcing payment from the principal 
debtor. The creditor in a certificate of deposit, when the credit is indefinite, 
is under no obligation to a guarantor to make prompt demand of payment, and 
give notice to him of non-payment. 
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THE DISBURSEMENT OF SILVER. 


The following orders, in regard to the disbursement of the new silver dol- 
lars, were issued in September : 


TREASURY DEPARTMENT, WASHINGTON, D. C., Sept. 3, 1878 


The Treasurer of the United States has been directed, upon the receipt by 
him from any person of a certificate issued by any assistant treasurer, desig- 
nated depositary, or National bank designated as a public depositary of the 
United States, stating that a deposit of currency has been made to his credit 
in general account of the sum of $1,000 or any multiple thereof not exceed- 
ing $10,000, to cause a shipment to be made from some mint of the United 
States to the person in whose name the certificate is issued, of a like amount 
of standard silver dollars, the expense of transportation to be paid by the 
mint. Until further notice, upon receipt by the Treasurer of the United States 
of United States notes or National-bank notes sent for redemption in multiples 
of $1.000 and not exceeding $ 10,000, standard silver dollars will be returned 
under the provisions of this circular. The sole purpose of this circular is to 
facilitate the circulation of standard silver dollars for all purposes as currency, 
but not to authorize that issue for the purpose of being used directly in mak- 
ing those payments to the Government which are required to be made in coin, 
or for deposit to obtain silver certificates; and officers receiving currency 
authorized herein are expected, so far as practicable, to see that the object 
specified is carried out. Shipments as above indicated, however, will be made 
only to points in the United States reached through established express lines, 
by continuous railway, or steamboat communication. 

JoHN SHERMAN, Secretary. 


TREASURY DEPARTMENT, Sept. 7, 1878. 


Hon. James Gilfillan, Treasurer of the United States :— 


On and after the 16th day of this month you are authorized, at the Treasury 
in Washington, and at the several sub-treasuries in the VU ed States, to 
exchange standard silver dollars for United States notes. 


. JoHN SHERMAN, Secretary. 


TREASURY DEPARTMENT, WASHINGTON, D. C., Sept. 13, 


Hon. James Gilfillan, Treasurer of the United States :— 


Sir :—Some question has been made whether the issue of silver dollars in 
exchange for United States notes before January 1 next is in entire accordance 
with the legislation of Congress bearing on the subject, and, therefore, you 
will please postpone the execution of the department order of the 3d instant 
until further orders, and withhold from transmission to the assistant treasurer 
the order of the 7th. Silver dollars will be used as heretofore in coin liabili- 
ties, and in the mode pointed out in your order of July 19. As modified with 
a view to the payment on currency liabilities, you will request that each dis- 
bursing officer estimate the amount he conveniently disburses. 

, Very respectfully, 
JoHN SHERMAN, Secretary. 


TREASURY OF THE UNITED STATES, WASHINGTON, Sep., 13, 1878. 


For the present, the following named National banks, designated depositories 
of the United States, will be supplied by the Treasury, upon their application, 
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with standard silver dollars from the mint, free of expense, in accordance with 
Section 3527, R. S. 

It is expected that the coin furnished as above will be put into circulation 
by being furnished to public disbursing officers; to manufacturing and other 
establishments ; to other banks and bankers for distribution in like manner by 
them, and generally where it is to be used as current money. 

The assistant Treasurers of the United States are also authorized to use the 
standard silver dollars in their vaults for the general purpose approved in this 
circular. 

United States disbursing agents and paymasters who obtain funds for dis- 
bursement from assistant treasurers or depositaries are requested to procure 
standard silver dollars, when practicable, for disbursement. 

By direction of the Secretary this circular is in lieu of all circulars heretofore 
issued in regard to the distribution of standard silver dollars. 

Jas. GILFILLAN, Treasurer, U. S. 


EEE 


SUPREME JUDICIAL COURT OF MAINE, 


ESTOPPEL.—A Heration of assignment of stock left in hands of assignor.—An 
assignee of certificates of shares of stock who leaves the certificates, with the 
assignments unrecorded, in the possession of the assignor, is not thereby guilty 
of negligence so as to be estopped to set up his title against a person who 
claims title to the certificates through an alteration of the assignments by the 
fraud and forgery of the assignor. atom vs. New England Telegraph Co. 


<a 


NATIONAL-BANK AND LEGAL-TENDER NOTES. 


STATEMENT of the Comptroller of the Currency, showing Issue and Retire- 
ment of NATIONAL-BANK NOTES and LEGAL-TENDER NOTES, September 1, 
1878. 

NATIONAL-BANK NOTES 
Outstanding when act of June 20, 1874, was passed.........cscceeee $ 349,894, 182 
Issued from June 20, 1874, to January 14, 1875.... $ 4,734,500 
Redeemed and retired between same dates 2,767,232 
Increase from June 20, 1874, to January 14, 1875......s00.cecssceees - 1,967,268 
Outstanding January 14, 1875.........seeseeeees picdasusespeles csndesessecatnns 58,008,450 
Redeemed and retired from Jan. 14, 1875, to date..$ 69,318,900 
Surrendered between same dates........... etecessoses fies _ 95535,928 
Total redeemed and surrendered 78,854,828 

Taswed Between: Same Gatesie..cccssccsccsccsscccccscscsescsess _49, 009,620 
Decrease from January 14, 1875, to date...... 29,845,208 
Outstanding at date sc..ccessssecaccesesessss seseeeee $322,016, 242 


Greenbacks on deposit in the Treasury, June 20, 1874, to retir® : 
notes of insolvent and liquidating banks......... sanachsessossossosesnss $ 3,813,675 
Greenbacks deposited from June 20, 1874, to date, to retire 
National bank notes _78,565, 107 
Total deposits..........00. heonsakbetbeceas en 82,378, 782 
National-bank Circulation redeemed by Treasurer between same 
dates without re-issue...... sanasbaaosenaaphaesavcedsusencecsseeseasen daoawdes + _ 72,086,132 
Greenbacks on deposit at date.........ssss0« __ 10,292,650 
Greenbacks retired under act of January 14, 1875 . $35,318,984 
Greenbacks outstanding at date............08+ boesdessacseasssonssssesoconescs, Sas GOEOIO 
JoHN JAY KNox, Comptroller of the Currency. 
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THE NATIONAL-BANK NOTE CIRCULATION. 


Statement of the Comptroller of the Currency, showing by States the amount 
of National-bank circulation issued, the amount of Legal-Tender Notes deposited 
in the United States Treasury to retire National-bank circulation, from June 
20, 1874, to September 1, 1878, and amount remaining on deposit at latter date, 

LEGAL-TENDER Nores DeEposirep To 
Retire NATIONAL-BANK CIRCULATION, 
Additional SINCE JUNE 20, 1874. Legal Tenders 

STATES AND ate ee uaa nea ae raed 

a Sent os a tion of Notes Circulation Total thea . 

oY Liguidat- under Act off Deposits. date. 

ing Banks. Fune 20, 1874. 

Maineé.. .....+-+000+ $1,357,380 - $41,200 . $600,000 .. $641,200. $46,340 
New Hampshire. 498,665 . 27,400 . 10,800 . 38,200 . 2,535 
Vermont 1,455,779 - 151,097 - 952,340 - 1,103,437 . 211,206 
Massachusetts 12,019,625 . 234,800 . 5,867,500 . 6,102,300. 366,723 
Rhode Island 523,350 - 32,350 - 617,385 - 649,735 . 28,450 
Connecticut . 1,654,310 . 65,350 . 1,249,490 . 1,314,840. 25,468 
13,311,465 . 1,733,341 - 16,795,000 . 18, 528,341 . 1,383,488 
New Jersey 1,395,065 . 30,060 . 973,940 . 1,004,000 . 9,085 
Pennsylvania 6,440,670 . 889,591 - 5,552,506 . 6,442,097 - 813,152 
Delaware 143,575 - — . — . — . os 
295,810 . 166,600 . 1,476,080 . 1,642,680. 219,683 
Dist. of Columbia. 453,400 . 393,164 . 427,500. 820,664. 84,471 
Virginia. ....0<00 408,100 . 711,864 . 823,915 . 1,535,779 - 168,081 
West Virginia... 45,370 - 731,060 . 270,000 . 1,001,060. 193,536 
North Carolina .. 687,560 . —— . 836,185 . 836,185. 78,978 
South Carolina. ... 45,700 . —  . 953.380. 953,380. 68, 145 
Georgia 352,930 . 287,725 . 392,675. 680,400. 107,624 
Florida. 45,000 . — . — . — . —— 
Alabama 198,000 . — . 94,500 . 94,500 . 2,778 
Mississippi — . — . — . —— . 1, 101 
Louisiana . 932,630 . 645,750 . 2,099,250 . 2,745,000. 455,083 
TERS ....cccsscscoese 116,100 . 4,000 . 229,340. 233,340. 4,000 
135,000 . — . 135,000. 135,000. 22,408 
Kentucky 2,528,740 . 575,867 . 1,378,033 - 1,953,900. 496,981 
Tennessee 430,100 . 235,901 . 488,959. 724,860. 87,284 
163,570 . 706,200 . 3,566,520 . 4,272,720 . 770,072 
1,388,240 . 1,347,856 . 2,408,225 . 3,756,081 . 1,022,122 
PEs <cccccniccas 2,236,680 . 897,726 . 4,116,143 . 5,013,869 . 901,262 
Illinois 1,367,035 . 1,284,774 . 6,103,406 . 7,388,180 . 1,039,308 
Michigan 6 90 . 337,500 . 1,851,490 . 2,188,990 . 391,628 
Wisconsin - 436,999 . 804,400 . 1,241,399. 217,886 
» 562,969 . 1,536,955 . 2,099,924 . 350,101 
321,676 . 1,218,545 . 1,540,221 . 202,462 
781,721 . 190,550. 972,271 . 384,995 
45,000 . 188,080 . 233,c80. 51,445 
— . — . — . 2,729 


125,083 . 149,400. 274,483. 48,523 
. %§G5,39% . 196,800. 357,008 . 31.787 
Washington . —— . eee — . 
Montana s —_ . 45,000 . 45,000 . 1,730 
Totals $53) 744,120 $13,965,815 $64, 599,292 $10, 292,650 
Legal-tender notes deposited prior to June 20, 1874, 
and remaining at that date 3,813,675 


Total deposits $82, 378, 782 
JouHN Jay Knox, Comptroller of the Currency. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
( Monthly List, continued from September No., page 234.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier, 
New YORK CITY Anthony & Oliphant 
Citizens’ Exchange Bank.. Merchants’ National Bank. 
Tracy Reeve, Pr. W. Glenn Reeve, Cas. 


. North Adams.. Berkshire Nat’l Bank. (2396) 
$ 100,000 Jarvis Rockwell, /r. Charles H. Ingalls, Cas. 


. Detroit Market B’k (J. A. Sexton & Co.) Nat’l Bank of the Republic. 
. Portsmouth.... Piscataqua Savings Bank .. (Rob’t C. Pierce, Cas.) 


Vineland Nat’l Bank. (2399) 
Benj. D. Maxham, /r. Thomas H, Winter, Cas. 


First National Bank..(2398) 
G. N. Copeland, Pr. W. H. Crane, Cas. 


Dillsburg Nat’l Bank. (2397) 
Joseph Deardorff, Pr. John W. Logan, Cas. 


Decatur........ Henry Greathouse Donnell, Lawson & Co. 
. Georgetown... M. D. Miller Donnell, Lawson & Co. 


. Brussels Exchange Bank of Canada. National Bank of Commerce. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Authorized to September 25, 1878.) 


Capital,———~ 
No. Name and Place. President and Cashier. Authorized. Paid. 


2396 Berkshire National Bank Jarvis Rockweil $ 100,000 
North Adams, Mass, Charles H. Ingalls. $ 50,000 


2397 Dillsburg National Bank Joseph Deardorff 50,000 
Dillsburg, PENN. John W. Logan, 50,000 


2398 First National Bank G. N. Copeland 100,000 
Homer, N. Y. W. H. Crane. 55,000 


2399 Vineland National Bank Benj. D. Maxham 50,000 
Vineland, N. J. Thomas H,. Winter. 50,000 


THE PREMIUM ON GOLD AT NEW YORK. 


AuGusT—SEPTEMBER, 1878. 


1877. Lowest. Highest. 1878. Lowest. Highest. 1878. Lowest. Highest 


NN 


September.. 276 . 4 .. Aug.27 . 43 

24% . 3%.. 2 . 

November... 2% . 336 .. 29 

December... 2% . “s 30 

1878. ee 31 

January..... 1% . -» Sept. 2 
February .... ° . 


-. Sept. 11 
xia 12 
13 
14 
16 
17 
18 
19 
20 
21 
23 
24 
25 
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CHANGES OF -PRESIDENT AND CASHIER, 


(Monthly List, continued from September No., page 235.) 


Bank and Place. Elected, In place of 
N. Y. Ciry. American Exchange N. B.. Dumont Clarke, Cas E. Willson. 
CaL.... Humboldt County Bank, Charles W. Long, Pr.... W. Carson. 
Eureka | J. W. Henderson, V. P.. C. W. Long. 
.. Capital Sav. Bank, Sacramento. R. S. Carey, Pr 
.. Odd Fellows’S. & Com. B., « H.G. Smith, Pr 
. New Haven S. B., New Haven. John P. Tuttle, 77 S. D. Pardee.* 


Cass County Bank { F. A. Hammer, Pr F. Ehrhardt. 
Beardstown } W. S. Rearick, Cas T. Wilkins. 
.. First National Bank, Quincy... Fred’k W. Meyer, Pr.... C. M. Pomroy, 
. Farmers’ Nat’l Bank, Bangor... Albert P. Baker, Cas. J. S. Rowe. 
. Central Nat’l Bank, Frederick... Richard H. Marshall, Pr. G. R. Dennis. 
. Boston National Bank | Charles B. Hall, Pr L. Nichols.* 
Boston} James H. Bouve, Cas.... C. B. Hall. 
.. Second Nat’l Bank, Springfield. Alfred Rowe, Pr H. Alexander, Jr. 
. Bank of Kosciusko C. H. Alexander, Cas.... 
Broadway Savings Bank, { J. P. Krieger, Sen., Pr... L. S. Bargen. 
St. Louis? H. B. Poorman, V. PB... J. P. Krieger, Sen. 
. Concordia Savings Bank John H. Lohoefener, Pr. J. Kroencke. 


. First National Bank, Lincoln... John Fitzgerald, Pr A. Cobb. 


First Nat’l Bank, Washington = Done ‘p J. K. Swayze.* 
‘ . ’ . oe 


... Manuf, Nat’l Bank, Amsterdam H. P. Kline, Ass’t Cas. 


. ‘ . " J. S. Helmer, Pr 
. First National Bank, Lockport | J. Arnold, Ass’ rte 


.. Mutual National Bank, Troy... James H. Howe, V. P... W. Kemp. 
.. First National Bank, Yonkers.. Wallis Smith, Actg. Cas, W. D. Olmsted. 
... First National Bank, Media.... Thomas J. Haldeman, Pr. I. Haldeman.* 
.. Metropolitan N. B., Pittsburgh. D. R. McIntire, Pr R. Liddell. 
Northfield National Bank C. A. Edgerton, Jr., Cas. F. L. Ely.* 
First Nat’l Bank, Lynchburg... Allen W. Talley, Cas.... D, E. Spence. 
.. Commercial Bank, Wheeling... J. L. Stifel, Pr 
.. Bank of Montreal, Brockville... C. Brough, Manager.... J. N. Travers. 
” ” Hamilton... J. N. Travers, Manager.. T. R. Christian. 
* Deceased. 


ALEXANDER HAMILTON ON PAPER MoNEey.—‘‘Among other material differ- 
ences between a paper currency, issued by the mere authority of government, 
and one issued by a bank, payable in coin, is this: That in the first case, there 
is no standard to which an appeal can be made, as to the quantity which will 
only satisfy, or which will surcharge, the circulation; in the last, that standard 
results from the demand. If more should be issued than necessary it will 
return upon the bank. Its emissions, as elsewhere intimated, must always be 
in a compound ratio to the fund and the demand, whence it is evident that 
there is a limitation in the nature of the thing; while the discretion of the 
government is the only measure of the extent of the emissions by its own 
authority. This consideration further illustrates the danger of emissions of that 
sort, and the preference which is due to bank paper.” 





DISSOLUTIONS, ETC, 


DISSOLVED OR DISCONTINUED. 


(Monthly List, continued from September No., page 236.) 


Babcock Brothers & Co. ; dissolved. 
Davidson & Jones, discontinued. 
Martin Maas & Co.; dissolved. 


... San Francisco.. Farmers & Mechanics’ Bank of Savings; suspended. In liq. 
. Vallejo Vallejo Bank; suspended. Bankruptcy. 


. Vermillion Prentice & Newton (Clay County Bank) ; retiring from bank- 
ing business, 


... Washington ... H. E. Offley & Co. ; suspended. 
.. Key West...... John Jay Philbrick ; not in banking business. 
0, Ze . First National Bank; resumed business September 19th. 
. Marine City.... Marine Bank (Charles H. Westcott); voluntary bankruptcy. 


George H. Loker & Brother. 
. Weston ........ Weston Savings Bank; closed. 


. Bozeman First National Bank; closed by Bank Examiner. 
. Helena People’s National Bank ; closed. 


Union National Bank ; voluntary liquidation, 


Sharon Savings Bank; suspended. 
J. O. Kimmel & Co. ; assigned. 


Union Bank; suspended. 
Knoxville Bank ; closed. 
Campbell & Cassells ; failed. 


RECENT CHANGES OF TITLE, ETC. 


(Monthly List, continued from September No., page 236.) 


NEw YorRK CITy Bank of New York N. B. A.; capital reduced to $2,000,000, 
” ” P. W. Harding & Co.; W. S. Camp’s interest ceases. 


Conyers Stewart & McCalla; now McCalla Brothers. 


Chebanse Exchange B. (T. S. Sawyer) ; now Citizen’s B. (James Porch). 
Exchange Bank; now Bank of Dwight. Same officers. 
. Muscatine Muscatine Nat’l Bank; in liquidation. Succeeded by G. A. 
Garrettson & Co. Same management. 
.. West Mitchell... Sweatt & Prime; now C. S. Prime. 
. Boston Blackstone National Bank ; capital reduced to $1,500,000. 
Boston National Bank ; removed to 95 Post Office Square. 
Merchandise National Bank ; capital reduced to $750,000. 
Pe Brown, Riley & Co.; M. Emory’s interest ceases. 
. Detroit Sexton & Hall; now two firms—J. A. Sexton & Co. ( Market 
Bank), and O. F. Hall & Co. 
.. Benton Harbor. Higman, Heath & Co.; now Higman & Co. 
. Litchfield C. G. Conklin & Co. ; C. G. Conklin deceased. Firm con- 
tinued. Same style. 
.. Hebron........ Thompson & Appelget (Exch. B’k) ; now W. J. Thompson. 
.. Lincoln Marsh Bros. & Moshe; now Marsh Brothers, Mosher & Co. 
. Bellaire Cowen, Sheets & Co.; A. Sheets retires. New firm. Same 
style. 
.. Columbus Ide & Co.; now Bank of Commerce. 
.. North Amherst. Spitzer Brothers; now A. L. Spitzer. 
.. Hillsboro Abbott & Sturgis; now George F. Sturgis. 
San Antonio... Bennett & Lockwood and James T. Thornton ; consolidated 
as Bennett, Thornton & Lockwood. 





THE BANKER’S MAGAZINE. [ October, 


PUBLIC DEBT OF THE UNITED STATES. 
Recapitulation of the Official Statements—cents omitted. 


DEBT BEARING INTEREST IN COIN. 
Aug. 1, 1878. Sept. 1, 1878. 
Bonds at six per Cent. ...0ccccccccececccssccccsces $ 733,561,250 ... $723,553,850 
Bonds at five per cent 703,266,650 ... + 703,266,650 
Bonds at four and a-half per cent...........+. 246,000,000 ... 250,000,000 
Bonds at four per cent 112,850,000 ... 141,850,000 


$ 1,795,667,900 $1,818,670, 500 


DEBT BEARING INTEREST IN LAWFUL MONEY. 
Navy pension fund at three per cent.......... $14,000,000 ... $ 14,000,000 


DEBT ON WHICH INTEREST HAS CEASED.... $9,009,640 ... $ 11,973,650 


DEBT BEARING NO INTEREST. 
Old demand and legal-tender notes $ 346, 743,283... 346,743,256 
Certificates of deposit eS 51,200,000 ... 49, 460,000 
Fractional currency 16,455,598 «+. 16,351,728 
Coin certificates 45,631,030 ... 44,017,850 


Total principal $ 460,029,911 ... $456,572,834 


Total debt $2,278,717,451 ... $2,301,216,984 
Interest 26,179,243 «+ 27,890,917 


ToTAL DEBT, principal and interest $2, 304,896,694 ... $2,329,107,901 


CASH IN THE TREASURY. 
$ 207,007,852 ... $238,420,709 
Currency 1,108,317... 2,122,171 
Currency held for redemption of fractional 
currency 10,000,000 ... 10,000,000 
Special deposit held for redemption of cer- 
tificates of deposit, as provided by law.... 51,200,000 ... 49,460,000 


$ 269,316,170 ... $300,002,881 


Debt, less cash in the Treasury, Aug. 1, 1878 $2,035,580,524 ... 

66 ‘ ee Sept. 1, 1878 «+. $2,029, 105,020 
Decrease of debt during the past month..... $206,306 ... $ 6,475, 504 
Decrease of debt since June 30, 1878........ 206,306 ... 6,681,811 


BONDS ISSUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE IN 
LAWFUL MONEY. 


Principal outstanding $64,623,512 ... $ 64,623,512 
Interest accrued and not yet paid pS ee 646,235 


Interest paid by the United States..........00 39,835,039 «+ 39,835,039 
Interest repaid by transportation of mails, &c. 9,881,444 .. 10, 241,749 


at a Aa sk & me & Gh Oh 


Balance of interest paid by the U. S... $29,953,595 «.. $ 29, 593,290 





NOTES ON THE MONFY MARKET. 


NOTES ON THE MONEY MARKET. 
NEW YORK, SEPTEMBER 24, 1878. , 
Exchange on London at sixty days’ sight, 4.82 a 4.82% in gold. 


Two important questions are attracting special attention in Wall street—the 
new arrangements of the Treasury for the redemption of bank notes, and the 
probable agitation in Congress next winter, adverse to the National banks. 
With regard to the first point, it is contended that as the express charges of 
notes sent for redemption are now to be paid by the sender, the amount sent 
will fall off and a check will be given to redemption, which would introduce some 
retrograde movements and do mischief in various ways. Opinions differ on this 
and other aspects of the change, but for obvious reasons it is premature to 
attempt as yet to forecast the future. Secondly, as to the policy which Con- 
gress will probably adopt, it is conceded in well-informed quarters that during 
next winter, little, if any, important financial legislation is likely to be consum- 
mated, If this theory should prove correct, the responsibility and the power 
will devolve on the Forty-Sixth Congress, and the importance of the fall elec- 
tions cannot be overestimated in a financial point of view. If, however, the 
enemies of the banks in Congress should determine, during the coming winter, 
to put forth their whole strength, the well-known character of the unfinished 
legislation from last session shows plainly that great excitement is likely to be 
called forth, and that the assailants of the banks can scarcely fail to do serious 
mischief, even if they do not fully carry out their plans. 

A change has been developed in the European money markets, which now tend 
towards greater ease. The Bank of England is accumulating coin and bullion, 
It has been supposed that the monetary tranquility will be disturbed by the 
threatened troubles in the East, but this may be doubted. Still less is there at 
present any prospect that much trouble from this source is likely to invade or 
embarrass the monetary movements here, This, and other causes of anticipated 
trouble being set aside, the probabilities are now regarded as more favorable to 
monetary ease in this market. Almost the only reasons for believing in the 
early return of higher rates for money are based upon the increased demand 
from the interior, and the decreased accumulation of capital seeking employ- 
meat in our chief financial centres. In Wall street the rates for call loans are 
one-and-a-half to two per cent. on Government collaterals, and two to three per 
cent. on miscellaneous stocks. Time loans for sixty days are made at two to 
five per cent. Prime commercial paper passes freely at four to six per cent. 
The agitation in regard to the silver disbursements from the Treasury, has not 
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produced any perceptible disturbance in the money market, though it has 
depressed Government bonds, and caused their importation from abroad. As is 
usual at this season, the reserves of the banks have suffered some depression, 
but the excess over the twenty-five per cent. legal reserve, is still ample. Sub. 
joined are the averages of our New York banks, for several weeks past : 


; Legal : Excess of 
1878. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


Aug. 31.-+--$239,431,700 . $17,000,300 « $ 53,948,500 . $ 19,438,700 . $ 216,164,100 . $ 16,907,775 
Sept. 7.+++- 243,432,900 -- 16,953,100 .. 50,683,500 .. 19,062,300 .. 216,711,200 .. 13,458,800 
244,215,100 .. 18,554,700 «. 48,891,200 .. 19,478,300 .. 218,269,000 .. 12,878,650 
245,877,400 .. 18,822,800 .. 48,538,400 .. 19,618,800 .. 217,304,000 .. 12,535,200 
The Clearing-House exhibit of the Boston banks for the past month is as below: 
1878. Loans. Specie. Legal Tenders. Deposits. Circulation 
+ $132,125,900 .... $2,731,600 .... $5,802,300 .... $74,691,100 ..-.. $ 25,008,200 
131,595,£00 «+++ 3,040,000 «+++ 5,613,700 «++ 75,175)900 -.-+ 25,281,000 
130,741,000 .... 3,022,600 eae 5.5438,200 seer 751431, 300 s+ee 25,444,100 
131,144,300 «+++ 3,022,100 ..+- 5,654,900 «-++ 76,481,100 «.+- 25,466,100 

The Philadelphia bank statements for the same time are as follows : 
1878. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Aug. 31 0$57.515,217 «+++ $2,172,809 «+++ $ 13,547,329 +++ $45,806,145 +--+ $11,191,223 
58,188,844 2+ 2,166,359 «eee 13,302,270 «eee 45,504,418 ~2-. 11,234,010 
$8,397,686 «20. 2,109,431 seee 12,312,555 +++ 45,545,333 «+++ 11,190,001 
58,300,720 «+++ 2,003,043 +++ 13,004,807 «eee 45,335911Q +++ 11,215,351 
The stock market is irregular, and has shown considerable excitement during 
the month. In Government bonds the demand has not been quite so active, 
the prices having been somewhat unsettled by the uncertainty and agitation as 
to the financial future, and by the change of policy by the Secretary of the 
Treasury, in regard to silver payments. From four to five millions of bonds 
are reported to have been sold here from London, during the last ten days; 
our market has absorbed these very readily, and it is said that the fives of 
1881, and the five-twenties of 1867, are now quite scarce in the European 
markets ; this fact, with some others, tends to show that the sales in London 
of our Government bonds may perhaps be partly due to speculations upon the 
turn of the exchanges in favor of England, and to the consequent increase of 
the specie reserves of the Bank of England, whose gains of coin and bullion 
have, however, been chiefly drawn from Continental Europe. It is believed 
that the importation of our Government bonds from Europe is not likely to 
continue with so much activity, and there are not a few indications that it will 
be followed by a lively demand, especially among the investors in England and 
other countries, who formerly invested in Turkish, South American, and other 
foreign bonds, which have now lost their old and favorable position in the 
market. ‘To show the course of the London market for United States bonds, 

we give the following quotations : 
Sept. Sept. Sept. 7~ Quotations since Fan. 1, 1873.— 
13. 20. Lowest. Highest. 

U. S. 6s, 5-208, 1867 g@ ++ 107% -- 107K .. 105% Jan. 2 .. 10956 June § 
U.S. 5s, 10-4¢s % .. 108% . 108% .. 104g Feb. 25 .. 1215 July 3° 
ss of 1881 % .. 108% .. 108% .. 103% Marchr .. 109% July 9 
New 4% per cents.... 105% . 106 +» 105% .. 102% Feb. 25 .. 107% July 30 
State bonds are quiet, and little demand is reported. For Missouri’s, Vir- 
ginia consols and Virginia bonds there is some inquiry, and quotations are 


slightly improved. Railroad bonds are again attracting more attention from 
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investors, and prices are higher for some of the most approved descriptions. 
In railroad shares there has been a strong and steady movement. The belief 
is that the stocks are held in strong hands, and that an attempt to advance 
quotations will be made before long on the improved business expected this 
autumn. Whether these anticipations be realized, and whether the attempt, 
if made, will be successful, the future will show; although on these questions 
there is much divergence of opinion, the speculative demand is not at 
present much stimulated, and the volume of the daily transactions is small. 
On the speculative list Western Union is strong; Rock Island, Chicago and 
Alton and some other Western railroad shares are firm. The chief business 
just now seems to be in Northwest, Lake Shore, St. Paul, and the coal 
stocks. Subjoined are our usual quotations : 

QuOTATIONS : Aug. 30. Sept. 6. Sept. 13. Sept. 20 Sept. 24. 
Gold ..-++. 5 om 100% .. 100% .. | 100% . 100% 
U.S. 5-208, 1867 Coup. Ye oe 105% .. 105%. 105% See 105% 
U.S. 10-40s Coup 87, «.- 106%... 106% .. 1064 .. 106% 
West. Union Tel. Co.. ae 94% -- 943% «- 93% . 95% 
N. Y. C. & Hudson R- hh. 114% «. 113% .. 11356 oe 113% 
Lake Shore.......2e+. Yee s- 67% .. 66% .. 66% .. 673% 
Chicago & Rock Island Ye +s 117 ee 116% .. 118 as 118% 
New Jersey Central... o 33% $4 se 37 his 36% 
Del. Lack. & West.... ae 51% + 52 ie. 53 re 53% 
Delaware & Hudson. . : a 49 < ar 49% -- 49% 
North Western........ 34% -- 344% + 35% + 3678 .. 39% 
Pacific Mail % . 17% .. 16% .. 17% .. 17% 

358 + 1358 «. 1338 .. 1338 
Call Loans....... j ~- i @4-- 1% @3 i 1% @3.- 1% @3 
Discounts ....... sooocs se 2 G& - ¢ @6 «4 @6 4@6.. 4 @6 
Bilison London........  4-84-4.88%4.. 4.821%4-4.87 ..  4.8214-4.87 .. 4.821%4-4.87 .. 4.8204 86% 
Treasury balances, cur. $ 49,807,980 .. $48,566,352... $47,195,020 .. $46,557,052 -- $45,480,713 
Do. do. gold- $ 129,483.574 .. $126,919,581 .. $ 125,433,304 * $ 120,940,717 . . $121,213,549 
To complete the information as to the movement of quotations during the 
last year, we give the range of our New York prices since January Ist, 1878, 
and the amount of each class of bonds reported since September Ist, 1878, in 
the dead statement of the Treasury : 
Price -—Range since Fan. 1,1878—~ -——Amount Sept. 1— A 
Lowest. Highest. Registered. Coupon. 
eeee.coup.. 105% Feb. «+ rr10o% June 27 .. $§196,751,650 .. 85,984,700 
-208, 1865, new.coup.. 102% July 22 .. 1os¥% June 6 .. 48,447,300 ++ 43,345,800 
. 104% Aug. -- 10$5g June 27 .. 108,815,400 .- 201,798,700 
- 1064 Jan. +. arry June 28 .. 16,041,000 .. 21,424,300 
+ 103% Mch. -- 109% July 29 .. 144,280,800 .. 50,285,500 
ss, funded, 1881 -. 102% Feb. -- 307% July 30 . 239,689,800 .. 268,750,550 
4%, 1891 : -- 101% Mch. +» 405 Aug. 17 .. 157,3779759 ++ 92,622,250 
Hs 1907 . scccccccees.C -. 100% July +» 102% Jam. 9 .« 98,130,300 .. 43,719,700 
1174 Apr. .- 122% Mayas .. 64,623,512 
Gold is more steady; foreign exchange is dull and the foreign bankers do 
not appear to have been buying sterling bills to remit against the purchases of 
bonds, as they have been reputed to have been making in London. In con- 
y P g 
nection with the foreign exchange market the cotton crop is attracting atten- 
tion. The financial Chronicle gives some important information on _ this 
subject. It states that the total crop of cotton last year was 4,811,265 bales, 
amounting to £ 2,309,907, which exceeds by about ten per cent. the preceding 
crop. The overland movement, not otherwise counted, was 317,620 bales, 
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against 300,282 bales during the preceding year ; the quantity manufactured at 
the South is estimated at 148,000 bales, only 1,000 more than the quantity 
manufactured in 1876-77; and the quantity exported, exclusive of foreign 
cotton, 3,340,166 bales. The remainder, 1,398,298 bales, is the quantity 
taken by Northern spinners, which is about the same as they consumed the 
year before. Although the exports are smaller by 428,000 bales than in 
1859-60, the year of the largest crop before the war, the total consumption 
of Great Britain and the Continent has enormously increased, and the 
enlarged supply has been drawn from other countries which are our rivals 
in cotton production. The average price of cotton exported has been about 
the same as in the year 1859-60, and the production, though nearly as large 
as it was that year, is much less per capita. According to Professor Elliott, 
of the Treasury Department, the population of the United States is now about 
48,000,000. On this estimate our yearly production of cotton now is about 
forty-eight pounds per capita, and in 1860 it was about seventy-one pounds, 
But the home consumption is more per capita than it ever was before the 
war. Estimating the population as before, the quantity of cotton taken for 
consumption in this country from the last crop is about 15.46 pounds per capita, 
and the consumption before the war was never as large as in 1859-60, when 
it was 14.32 pounds per capita. It is generally believed that foreign dry goods 
will not hereafter be imported as largely as they were prior to 1873; that the 
manufacture of these and other commodities has made great progress here, 
and has cheapened production by labor-saving machinery ; and that the foreign 
demand for American goods is growing, and can now be relied upon as a 
permanent outlet for our foreign commerce, and a perpetual corrective to our 
balance of trade. There is not much disposition to controvert these facts and 
deductions. The great advantage which the foreign exchanges have derived 
from our increased exportations during the last two years is too well unde:- 
stood to be called in question. 


RET EE 
DEATHS. 
At Norway, MAINE, on Saturday, June 22nd, aged sixty-eight years, SUM- 


NER BURNHAM, President of the Norway National Bank. 


At Prarrte Du CHIEN, Wis., on Thursday, August 29th, aged fifty-two 
years, COLONEL WILLIAM A. Fort, President of the Waco National Bank, 
of Waco, Texas. 


At MepIA, Pa., on Monday, Angust 12th, aged eighty-one years, IsAAc 
HALDEMAN, President of the First National Bank. 

At Troy, N. Y., on Friday, July 5th, aged seventy-three years, CALVIN 
HayYNER, President of the Mutual National Bank. 

At NAHANT, Mass., on Monday, August 26th, aged seventy-two years, 
LyMAN NICHOLS, President of the Boston National Bank, 

At Hops, N. J., aged seventy-one years, JAMES K, Swayze, President of 
the First National Bank of Washington, N, J. 


At PHILADELPHIA, PA., on Saturday, September 21st, aged fifty-six years, 
GEORGE K. ZEIGLER, President of the National Bank of Commerce. 





